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Palestinians 
toughen stance 
oh eve of 
Albright visit 

Palestinian leaders say they may 
adopt a "confrontation” policy to 
defend the Oslo peace accords if 
Israel keeps taking unilateral 
measures. They will state their 
tough new position to US secre- 
tary of state Madeleine Albright 
Who arrives in the Middle East 
today . Page 18; Reconsidering 
Madeleine, Page 17 

Shm.Fdln make* pledge 

Sinn F&in, political wing of the 
IRA, signed a commitment to 
non-violence enabling it to join 
all-party Northern Ireland tsiine 
neat week. Page 18 

Dtaia driver was over limit 

Henri Paul, who drove the car in 
which Diana, Princess of Wales, 
died, was well over the French 
drink limit, according to a new 
blood test which also found 
traces of anti-depressant. Royal ' 
Paries plan. Page 12 

Thatcher urges *No a vote 

Former UK prime minister Bar- 
oness Thatcher urged Scots to 
oppose a planned Scottish parlia- 
ment in tomorrow’s referendum. 
Page 14; Lex, Page 18 

’Algerian hideout raided 1 

Algerian, forces have reportedly 
smashed the gra in hideout of an 
elite force of the Aimed Islamic 
Group, killing scores of rebels. 
Secret talks, Page 4 
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Jobless rise hits Bonn budget 


By Ralph Atkins in Bonn 
and Andrew Fisher in Frankfurt 

German unemployment surged 
unexpectedly to another post-war 
record of 4.46m last month after 
seasonal adjustment, dashing 
hopes of an early recovery in the 
jobs market and casting further 
doubt on the country's public 
finances. 

The 49,000 Increase over July, 
reported yesterday, reflected 
acute labour market problems in 
eastern Germany, which has 
been hit by a slump In the 
construction Industry. It also 
highlighted the precariousness of 
government budget p lans for this 
year and next, which assume a 
reversal of the upward trend in 
unemployment. The increased 
cost of social programmes and 
the loss of tax revenues as a 
result of higher unemployment 
have added to Germany's difficul- 
ties in meeting this year's deficit 


target of 3 per cent of gross 
domestic product for membership 
of the planned European single 
currency. 

Theo Waigel, finance minister, 
refused yesterday to comment on 
speculation in Bonn that tax 
estimates in November wouid- 
show a further DMIObn i$5.5bn) 
shortfall compared with forecasts 
earlier this year. 

Mr Waigel, who was opening a 
parliamentary debate on the 1997 
and 1998 federal budgets, was 
forced on to the defensive by the 
opposition Social Democratic 
party (SPD). 

In the Bundestag, or lower 
house of parliament. Ingrid Mat- 
thflus-Maier. SPD budget expert 
said Helmut Kohl, the chancellor, 
had to share responsibility for 
the failures of Mr Waigel, who 
bad brought Germany “to the 
brink of insolvency 1 '. 

This summer. Mr Waigel has 
suffered the virtual collapse of 





Volkswagen’s Ferdinand Pifich at a press conference yesterday nu 

VW chairman denies 
plan to buy Porsche 


By Haig Simonlan In Frankfurt 

Ferdinand Piech, chairman of 
Germanyfs Volkswagen group, 
yesterday scotched market 
Tumours that the company 
planned to buy into Porsche, the 
sports carmaker controlled by 
the Porsche and Piech families. 

“We are satisfied with our four 
brands .and we don't need 
another,” said Mr Piech at a 
press conference at the Frankfurt 
motor show, 

•He said the DM7bn from the 
rights issue VW announced last 
week would be used for the com- 
pany’s global expansion and for 
its strategy of building more 
iqodels on a limited number of 


platforms. While VW has made 
considerable progress in Europe, 
the strategy has barely been 
Implemented in South America, 
the company's second- biggest 
market 

The comments came after some 
analysts interpreted VW's sur- 
prise announcement as a precur- 
sor to a big acquisition, possibly 
Porsche. 

VW shares yesterday continued 
to fall after last Friday's decision 
to raise the group’s nominal capi- 
tal by DM300m. The stock lost 
DM23.50 to close at DM1, 166.50 
yesterday. 

Continued on Page 18 
VW expansion. Page 24 
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• Cftitoa's fast back 

Editorial, Page 17 

• Scotland - the hltfihndere’ plaint 
UK news, Page 14 

• Diana - a tsanunl of santtmeat 
The Arts, Page 15 

• Global economic prospect* 

Editorial, Page 17 
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• The rafflerajan bomb 

Information Technology, Paga 27 

• Hollywood’s ferns of DVD 
US news. Page 6 
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• US new eqstty Issues 
Lex, Page 18 

• European futures merger 
Capital markets, Page 26 

• Why cocoa prices are sowing 
Commodities, Page 30 





One to watch: India's Titan Industries 

• Asian anenqr tanned 
Asia news, Page 10 


EMERGING MARKETS 


• PMHpptoe stock market 
World Stock Markets, Page 37 

• buna’s luxury watches 
Asia-Pacific companies, Page 23 

• Emerging markets at a glance 
Global equity markets, Page 39 
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the government’s tax reform 
plans and has said publicly he 
wants a new job next year, 
Martin Kotilhaussen. president 
of the German banking associa- 
tion, described Germany’s poli- 
tics as at “a hectic standstill 
Tbe stalemate over reform - 


Reforms teu ■ at all levels had. pro- 
duced a negative mood which 
“threatens to settle across the 
whole country like mildew”. 

Germany's chances of meeting 
the criteria set out in the Maas- 
tricht treaty on economic and 
monetary union may be helped 
by revisions to gross domestic 
product figures due to be 
released today. 

Bernhard Jagoda. president of 
the federal labour office, said 
September - when companies 
begin post-summer hiring and 
prepare for the Christmas 
build-up - would be the key 
month for determining future 
labour market trends. He did not 
rule out the possibility of unem- 
ployment reaching 5m, as fore- 
cast by some unions . However, 

Continued on Page 18 
Waigel wins few cheers, Page 2 
Bonds. Page 28; Currencies, Page 
29; World stocks. Page 37 


Developing nations 
‘set for output rise’ 


By Robert Chote In London 
and Mark Suzman in Washington 

Developing countries are set to 
double their share of global out- 
put over the next 25 years or so, 
takin g their importance in the 
world economy to levels last seen 
in the early 19th century. 

The World Bank's annual 
report on global economic pros- 
pects. published yesterday, said 
that developing economies would 
grow by 5 per cent to 6 per cent a 
year between now and 2020. This 
would raise their share of world 
output from around a sixth to 
almost a third, a level last 
recorded in tbe 1820s. 

Mr Joe Stiglitz, the World 
Bank's chief economist, said that 
in the short-term Thailand and 
some other Asian countries 
might suffer a “pause” in growth 
as a result of recent financial 
problems. But he added that it 
was not yet clear whether this 
would mean a recession or 
merely a slowdown. 

“The fundamentals in Thailand 
and many other east Asian coun- 
tries remain very strong.” he 
said. 

Mr S tigli tz warned developing 
countries to improve their regula- 
tory and supervisory capacities, 
or risk financial crises of the type 
suffered by Thailand this year 
and Mexico in 1995. In such 
cases, he said, “weaknesses in 


Developing countries 


fe share of world GDP 
1 const a nt 1987 prices and i 
exchange rams) 
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Scwca: MaddBoa VfaW Bank 'OR 

credit appraisal capabilities, inad- 
equate prudential safeguards and 
supervisory capability and lack 
of transparency about the health 
of the fin ancial system contrib- 
uted to a serious deterioration in 
credit quality and the accumula- 
tion of bad debts”. 

The IMF’s annual report, also 
published yesterday, showed that 
the global economic watchdog 
had warned Thailand about its 
growing current account deficit 
and fragile financial system a 
year before it was forced to 
devalue the baht. 

Following the IMF’s annual 

Continued on Page 18 
Editorial Comment, Page 17 
Asian markets turmoil, Page 10 


Clinton 
seeking 
approval 
to make 
trade deals 


By Nancy Dunne and 
Bruce Clark in Washington 

President Bill Clinton yesterday 
urged the US Congress to give 
him new authority to negotiate 
trade agreements, on the 
grounds that the benefits would 
easily outweigh any loss of jobs 
to the developing world. 

He began a push to secure 
“fast-track” authority to con- 
clude trade accords In Latin 
America and Asia, arguing that 
the free movement of goods was 
vital to sustain the US economy 
as K entered an era of technolog- 
ically-driven growth. 

Mr Clinton is expected to 
launch his formal campaign for 
congressional approval of fast- 
track authority today. 

“On balance we have benefited 
for 60 years by leading the way 
to Integrate the world's econ- 
omy,” he said. As well as boost- 
ing living standards, free trade 
would promote peace, freedom 
and stability. 

Responding to liberal Demo- 
crats and populist Republicans 
who fear imports will harm 
employment in the US, the Presi- 
dent said any job losses would be 
more than compensated for by 
the extra growth generated in 
“the most productive economy in 
the world”. He told students at 
American University: “There 
will always be new jobs being 
created, and some going away.” 

Healthy US statistics were a 
sign not only of an upturn in the 
business cycle bnt the creation of 
a new sort of economy based on 
skills rather than resources, the 
President said. 

In an upbeat speech designed 
to set the agenda for the coming 
Congressional session, he threw 
his weight behind economists 
who see buoyant growth and low 
inflation as part of a long-term 
change in the economy. 

The president was speaking 
horns after the release of figures 
showing sharp gains in produc- 
tivity and weak inflationary 
pressures. Output per hour was 
reported to have grown at an 
annnalised rate of 2.7 per cent in 
the second quarter, while labour 
costs inched up by 0.5 per cent, 
the smallest gain in three years. 

Robust economy. Page 6 
Editorial Comment, Page 17 
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Troubles mount for Kohl government as opposition seizes on gloomy economic statistics 

Upbeat Waigel wins few cheers 




By Peter Norman in Bonn 

A simple question exposed 
the political weakness or 
Tbeo Waigel. the German 
finance minister, to the 
Bonn parliament yesterday. 

why. he was asked, had he 
wanted to quit as finance 
minister, if. as he claimed 
yesterday, the German econ- 
omy was performing well? 

The question from Ingrid 
Matthdus-Maier, the opposi- 
tion Social Democrat budget 
expert, at once recalled last 
month's damaging strife 
inside Helmut Kohl's coali- 
tion government over Mr 


Waigel's wish for a cabinet 
reshuffle. At the same time, 
it deflated the minister's 
upbeat introduction of the 
federal government’s budget 
p lans for 1997 and 1998. 

Mr Waigel’s 80-mlnute 
budget address to the Bund- 
estag. the lower house of 
parliament, was not his fin- 
est hour. Full of facts but 
lacking news, the speech 
avoided the concerns of the 
MPs present and was given 
only sparse applause from 
the government benches. 

Yesterday morning, the 
federal labour office reported 
a shock 49,000 increase in 


seasonally adjusted unem- 
ployment in Germany last 
month; a statistic that mer- 
ited not even a passing men- 
tion from Mr Waigel. The 
news on inflation was also 
bad, with yesterday’s figures 
showing it reaching an 
annual rate of 2.1 per cent in 
August 

Yesterday's newspapers 
were full of speculation that 
the government could be fee- 
ing deficits higher than 
those already envisaged in 
its budgets for this year and 
next Describing the reports 
as “unserious", Mr Waigel 
refused to discuss the issue 


until November, when a 
finance ministry panel of tax 
experts will produce revised 
revenue estimates. 

Instead, Mr Waigel high- 
lighted the DUlTSbn ($96bu) 
that the federal go v er nm ent 
will spend on social policies 
next year and, in a brief 
departure from his prepared 
text, extolled the resulting 37 
per cent share of social 
spending in the federal bud- 
get as “the best proof that 
Germany is a welfare state". 

He enthused about Ger- 
many’s dynamic export-led 
growth and reiterated expec- 
tations that gross domestic 


product could expand by 
between 5L5 per cent and 3 
per cent next year. 

Mrs MattbSus-Maier 
accused Mr Waigel of bring- 
ing Germany “to the brink of 
insolvency" and said that Mr 
Kohl must share in the fail- 
ures of his finance minister. 

The budget plans provide 
for an extra DM17.9bn in fed- 
eral borrowing this year to 
cover the costs of high 
unemployment, and a 0.5 per 
cent rise in federal spending 
to DM46lbn next year. 

Yesterday's debate, how- 
ever. generated more heat 
than light, showing that Ger- 



many is now in the grip of 
election campaigning that 
will last until the federal 
poll on September 27 next 
year. 


Kohl’s calm ruffled 
by euro-sceptic noises 




P ity Helmut KohL Hav- 
ing just quietened a 
furious and politically 
damaging row about 
whether or not to reshuffle 
his cabinet, be is now con- 
fronted with growing contro- 
versy about his ambitious 
plans for European economic 
and monetary' union (Emu). 

The tranquil Benedictine 
monastery of Kloster 
Andechs in Upper Bavaria 
was supposed to be where 
peace broke out on botb 
fronts last week. But while 
the top-level “strategy meet- 
ing" of the Chancellor's 
Christian Democratic Union 
and its Bavarian sister 
party, tbe Christian Social 
Union, put an end - for the 
time being - to reshuffle 
speculation, it has done 
nothing to stop a fast grow- 
ing debate over whether or 
not to delay Emu. 

The 1992 Maastricht 
Treaty, which has been rati- 
fied by all 15 European 
Union states, specifies that 
Emu will start on January 1 
1999 with the irrevocable fix- 
ing of the exchange rates of 
the participating member 
states. Countries which join 
the single currency from tbe 
start will have to meet cer- 
tain criteria, intended to 
ensure the future economic 
stability of Emu. 

Mr Kohl's problems are 
rooted in doubt over 
whether Germany and its 
fellow Emu aspirants will 
meet what has become the 


politically most important 
criterion: that which limits 
public deficits to a ceiling of 
3 per cent of gross domestic 
product. 

For Germany, the meeting 
at Kloster Andechs should 
have allayed such fears. 
Theo Waigel, finance minis- 
ter and CSU leader, forecast 
that the deficit to GDP ratio 
In this crucial year for deter- 
mining Emu membership 
could be as low as 2.9 per 
cent. Mr Kohl and the CDU- 
CSU leadership ended their 
discussions professing they 
were “united in their goal to 
start Emu with strict obser- 
vance of the stability criteria 
on January 1 1999". 

But no sooner was the 
meeting over than uncer- 
tainty resurfaced among 
regional leaders. At the 
weekend, Kurt Biedenkopf. 
the CDU prime minister of 
Saxony, called for a five-year 
test run with fixed exchange 
rates before the EU members 
finally committed them- 
selves to the euro, the 
planned single currency. 

Edmund Stoiber. the CSU 
premier of Bavaria, added 
that there was “no automa- 
ticity and no point of no 
return on the road to Emu". 
Abandonment of the D-Mark 
for the euro was a “epochal 
issue"- Strict adherence to 
the deficit criterion was vital 
to reassure the 60 per cent of 
Germans who own neither 
real estate nor shares that 
the euro would be a non-in- 


flationary currency. 

The statements of Messrs 
Biedenkopf and Stoiber were 
reminders of how far the 
Bonn government has lost 
financial credibility since 
early 1996. when it first 
emerged that Germany's 
annual public deficits had 
moved above tbe 3 per cent 
limit. Their remarks, coming 
so soon after the two Chris- 
tian parties had declared 
unity over the euro, also 
showed how Mr Kohl's 
capacity to impose a unity 
inside his centrist coalition 
government has weakened. 

For Mr Kohl, Emu is above 
all a political goal, playing a 
vital part in fulfilling his 
ambition to move towards a 
united Europe in which Ger- 
many will be surrounded by 
friendly neighbours. In this 
sense Emu is a matter of 
“peace and freedom”. This is 
a view broadly shared by 
Oskar Lafontaine. the leader 
of the opposition Social Dem- 
ocratic party, which also 
supports the single currency. 

When Germany's main- 
stream politicians use eco- 
nomic arguments to support 
Emu, they invariably point 
to the risks of the D-Mark 
soaring against other curren- 
cies in the event of the proj- 
ect's collapse and to the ben- 
efits to exporters of an end 
to currency fluctuations and 
border exchange costs. The 
economic risks of embarking 
on monetary union in a con- 
tinent of widely different fis- 



Helmtrt Kohl under siege: a furore ova- remarks by Hans Tietmeyer (left) and D-Mark 
warnings from Edmund Stoiber (centre) ptnumanaga ty ***** Bum 


cal and social policies and 
where labour markets are 
often inflexible are hardly 
ever aired. 

However, with Germany 
and other EU countries run- 
ning into problems control- 
ling their deficits, Mr Kohl 
has been put under pressure 
by euro-sceptical politicians 
such as Mr Stoiber and 
forced to agree that public 
deficits In Germany and else- 
where cannot be a decimal 
point above 3.0 per cent of 
GDP. 

Messrs Stoiber and Bieden- 
kopf know that roughly two- 
thirds of Germans are 
opposed to the replacement 
of the D-Mark by the euro. 
They also understand more 
about economics than Mr 
Kohl and have been alarmed 
that such a momentous deci- 
sion has been pre-pro- 
grammed without a compre- 
hensive debate on its 
Implications. 

The Bavarian and Saxon 
prime ministers are not 


alone with their worries. 
Last week, Henning Vos- 
cherau, the SPD governing 
mayor of Hamburg, urged a 
referendum on the euro. Ger- 
hard SchrOder, the SPD 
prime minis ter of Lower Sax- 
ony and the man credited 
with the best chance of topp- 
ling Mr Kohl at tbe next Ger- 
man general election, has 
advocated delay. There are 
euro-doubters among leading 
German economists, includ- 
ing Herbert Hax, the chair- 
man of the government's 
council of economic advis- 
ers. 

It was in this increasingly 
tense environment that 
Hans Tietmeyer, the Bundes- 
bank president, last week 
made his now celebrated 
co mmen ts disagreeing “with 
those who argue that a delay 
to tile euro would cause the 
heavens to cave In or the 
economy to come off the 
rails". 

It was only a passing 
remark in a long newspaper 


Interview, but it caused a 
furore. Mr Kohl's spokes- 
man, Mr Waigel and Klaus 
Kinkel, the Bonn foreign 
minister, all denounced any 
new discussion over delay. 
That Mr Tietmeyer couched 
his remarks in terms of cor- 
recting an economic miscon- 
ception and expressly 
refused to be drawn into a 
debate on Emu delay was 
Ignored. 

Tbe Incident and the reac- 
tion exposed a raw nerve in 
Germany’s body politic. The 
Bonn parliament approved 
the Maastricht Treaty after 
only a brief discussion in 
1992 and questioning Emu 
was a taboo long afterwards. 

Although it is perhaps five 
years too late, the debate on 
the euro is now gathering 
strength, generating new 
turbulence around a project 
on which the Chancellor 
has staked his political 
reputation 

Peter Norman 


France Telecom cash for 
Thomson Multimedia 


By David Owen in Paris and 
Vincent Boland in London 

Some of the funds raised by 
the forthcoming initial pub- 
lic offering of shares iu 
France Telecom, the former 
monopoly telecoms operator, 
are to be used to recapitalise 
Thomson Multimedia, the 
French state-owned con- 
sumer electronics group 
once earmarked for sale to 
Daewoo of Korea. 

Dominique Strauss-Kahn. 
finance and industry minis - 
ter. made the disclosure yes- 
terday less than 24 hours 
after announcing that tbe 
Socialist-ied government 
planned eventually to give 
up more than a third of 
France Telecom's capital. 

He said a further portion 
of tbe nearly FFr40bn 
($6.6bni expected to be raised 
by the offering of 20 per cent 
of France Telecom's shares 
would be “recycled" in tbe 
higb technology sector, nota- 
bly as “risk capital" for inno- 
vative companies. 

Thomson Multimedia was 
promised a capital injection 
of FFrl0.87bn by France's 


previous centre-right govern- 
ment. The present govern- 
ment recently acknowledged 
that the company's financial 
situation demanded rapid 
action. 

Mr Strauss-Kahn made his 
comments as the pro-Com- 
munist CGT trade union 
attacked the decision to open 
up France Telecom's capital 
to outside investors and 
called for employees to take 
immediate “powerful unitary 
action”. 

Robert Hue. leader of tbe 
Socialists’ Communist coali- 
tion partners, added his 
voice to the criticism, saying 
he was opposed to “a creep- 
ing privatisation" of the 
company. But he leavened 
his remarks by saying the 
Communists had “a positive 
appreciation" of the govern- 
ment’s record since June, 
although it was now time to 
“move up a gear". 

The government now feces 
a delicate balancing act on 
tbe share sale. 

On the one hand, it must 
strive to reassure its coali- 
tion partner that the move 
will not pave the way for the 


undermining of public con- 
trol of the company. 

On the other, it must 
make sure investors are not 
deterred from buying the 
shares. 

Some potential investors 
registered tbeir concerns 
yesterday by suggesting that 
the issue, set to be one of the 
largest offerings in French 
history, would need to be 
attractively priced to ensure 
its success. 

The price will be set on 
October 6 after a series of 
roadshows. Investors will 
receive their allocations of 
shares on October 17. and 
trading will begin three days 
later. 

Demand for the issue will 
depend to some extent on 
how much of the offering 
will be sold abroad. Market 
estimates yesterday were 
that less than one-third of 
the shares would be reserved 
for foreign investors. 

More details of France 
Telecom's financial perfor- 
mance will emerge today 
when the company presents 
its first-half results. 
Observer, Page 17 


Russians outraged at 
Chechen executions 


By Charles Clover 
in Moscow 

Russian officials reacted 
with outrage yesterday to a 
public execution in Chech- 
nya last week which could 
upset already strained nego- 
tiations over tbe breakaway 
republic’s autonomy. ' 

The row could intensify 
today, when Chechen offi- 
cials have said they plan to 
go ahead with a second pub- 
lic execution by firing 
squad. 

Tbe Kremlin Insists Quit 
Chechnya is part of Russia, 
and consequently the Rus- 
sian state prosecutor's office 
announced yesterday that it 
would investigate the execu- 
tion, which it considers to 
have taken place on Russian 
territory, as murder. Che- 
chen officials believe the 
territory to be outside 
Moscow's jurisdiction. 

Tbe Chechen authorities, 
who successfully fended off 
the Russian army in a 20- 
month battle for indepen- 
dence, reacted furiously to 
Russian criticism. “I spit ou 
Russia," said Vakha Arsa- 


nov, the Chechen vice-presi- 
dent. in an interview with a 
Moscow radio station. He 
added that the Chechen gov- 
ernment would launch its 
own tribunal to investigate 
the Russian leadership for 
genocide during the war. 

Arsan Maskhadov, the 
Chechen president, took a 
more moderate view,- 
explaining in an interview 
with the Financial Times 
last Saturday that the execu- . 
tions had been made neces- 
sary by a crime wave in the 
republic. "We have many 
problems as a consequence 
of this barbaric war . . . Our 
biggest interna] problem Is 
crime and banditry," be 
said. 

Magomed Magomadov, 
Chechnya's deputy general 
prosecutor, told Tass news 
service yesterday that the 
public executions were a 
temporary measure and 
would cease as soon as sta- 
bility returns to Chechnya. 

But apart from crime- 
fighting. the broader issue 
at stake is the right of Che- 
chnya to have its own legal 
system - in this case, the 


Sharia, or Islamic law. 
“Russia must recognise Che- 
chnya as an Independent 
state," said Mr Maskhadov. 

According to Sergei Mar- 
kov, an analyst of Russian 
affairs with the Carnegie 
Foundation in Moscow, 
implementing the Sharia is 
one way in winch Chechnya 
is trying to assert its 
national character. 

He noted also that it 
might attract funds from 
Moslem donors in tbe Gulf 
and Pakistan. 

• Russia and Chechnya 
yesterday signed an agree- 
ment to allow tiie transport 
of “early oil" from Azerbai- 
jan though Chechnya to an 
export terminal on the 
Black Sea. The oil is to be 
produced from an offshore 
field in the Caspian Sea by a 
consortium of western oil 
companies, the Azerbaijan 
International Operating 
Company (AIOC). Produc- 
tion is scheduled to begin in 
November. 

Chechnya will allow the 
transit of 200,000 tons of oO, 
for which it will receive a 
fee of 34L27 per ton. 


FINANCIAL TIMES 
Published bv Tbe Fnunaal Times i Europe! 
GtnbH. NitduncrapJjB 3. M3 IS Fiant- 
futx am Mam ijnminy. Tekph-'ioc 
« 156 850. Fax ♦+4V W 4481. Repre- 
sented id Frankfurt b> 1 Waller Brand. 
W ilhelm J. Brussel Calm V Ki-nmrd is 
Gtsdtaflsfiihrer and in Londun b> ftrnd 
CM Bell Chamnan. and Alan C Miller. 
Deputy Chairman. The durdwWcr of ibe 
Financial Times i Europe i GrobH is Pear- 
son Oversell HoMrop Limited. 3 Burimc- 
ton Gardens. Loitdvn. WIX ILE 
Shareholder of ihis company it Pearvn 
pie. repsteied al ihc ume jJdn» 
GERMANY; 

Responsible for Aifrertumg ennwu Culm 
A KemuttL Printer. Humyia liuentiiwnal 
Vi-rlags^esrlLcinli mhH. 
dabl- Stra-e J* Niu lien bun; ISSN 
01 "4 7343 RnprmsiHe Editor Richard 
Lunbcn. cto The FiiuiiKud runes Lirailrt. 
Number One Souihttaifc Bridge. London 
SEI 1HL 
FRANCE: 

Publishing Diraaon P- Mira si glia. 4T Rue 
La BocUc. 75M8 PARIS. Telephone ttlli 
Stf# $25*. Fax (01) 537h 9253 Primer 
S A Noni Ecbir. 1512 1 Rue da Csire. 

Roubaa Cede* I. Editor. Rishard 
Lambert. ISSN II4X-27S3. Cnmmitticm 
PanLaue No tfSORD 
SWEDEN: 

Responsible Publisher Hugh Camees 4hX 
blfi 608$. Primer fill K-rillsiidiungen 
E-tprejsen. PO Boi <W0/. S-f 5u M. 

Jotikoping. 

C- The Financial Times Lotted tfcf;. 
Editor Richard Lambert, do Tbe Financial 
Tones Luniied. Number One Souihuark 
Bridji Loidwi SEt 9KL 
R 


NEWS DIGEST 


Spain’s jobless 
total below 2m 

Tbe number of jobless Spaniards registering at 
employment offices fell below 2m last month for the first 
time 1982, according to the n ationa l emplo yment 
institute. Hie figures, reflecting a strong summer tourist 
season, showed a fell of over 20,000 from July, bringing 
the rate down to UL4 per cent of the active population. 

At toe spine time, new work contracts rose sharply to 
693,000, the highest Aigust figure on record. The 
government said permanent new hirings were increas ing 
rapidly as a result of new labour rules which took effect 
in May. It expected the number of new jobs created this 
year to reach between 380,000 and 400,000. more than 5Q 
per cent above its original target 

The monthly registered figures continue to contrast 
strongly with the results of surveys by the national 
statistics institute. These showed a total of 3.36m out ttf 
work in the second quarter, or 20.9 per cent, the highest 
rate in the European Union. Economists say the surveys 
exaggerate the number of jobless, and the true rate lies 
somewhere between the two figures. Not all unemployed 
people bother to register. David White, Madrid 

■ GERMAN AIRPORT AUTHORITY 


States agree sell-off details 

Together with the German government, the states of 
Berlin and Brandenburg have agreed details for the 
privatisation of the region's airport authority, thereby 
opening the way far the private-sector financing and 
construction of a new international airport. According to 
the privatisation plans, at least 74.9 per cent of the shares 
in Berlin-Brandenburg Flugfaafen Holding (BBF) will be 
put up for sale. At present, the federal government owns 
26 per cent of BBF, while Berlin and Brandenburg each 
own 37 per cent. 

Potential investors are invited to submit expressions of 
interest by November 17 in a tender process handled by 
Barclays de Zoete Wedd. The successful bidder will be 
granted a concession of at least 50 years to plan, build and 
operate the future Berlin-Brandenburg International (BBT) 
airport, to be constructed at Schoenefeld on the eastern 
fringes of the city. BBTs total construction costs, 
estimated at DMBbn ($4.42bn), will come from the private 
sector. Frederick Sttidemarm. Berlin 

■ GERMAN BANKS 


Public sector probe sought 

German priva te sector bankers are confident that the 
European Commission will soon launch an investigation 
into alleged unfair competition over the way some 
publicly-owned banks received new capital Martin 
Kohlhaussen. president of the German banking 
association, which represents 300 private sector banks, 
said: “We are very confident that the European 
Commission shares our view.” 

The association complained to the Commission three 
years ago about the injection of DM4bn ($2^bn) into 
Westdeutsche Landesbank, Germany's biggest public 
sector bank, through integration of a state housing 
development company. It claims this was done at below 
market interest rates. 

WestLB denies that the rates were a distortion of 
competition. The complaint also covers five other public 
sector banks. Andrew Fisher, Frankfurt 

POLISH ARMED FORCES 


Missiles decision postponed 

Poland has decided to delay a controversial decision an 
the purchase of missiles and avionics systems to equip its 
Huzar anti-tank helicopter until after elections an 
September 21, Aleksander Kwasniewski, the president, 
said yesterday. He was speaking after a session of the 
cabinet, which approved a 15-year modernisation plan far 
the armed forces. Poland is to start talks on Nato 
membership on September 16. 

Mr Kwasniewski said rockets offered by the Rafael 
company from Israel would have to be tested locally 
before a final decision is taken. The Poles had earlier in 
principle accepted the Rafael offer. The delay was 
announced after intense lobbying from governments 
involved with a rival offer to supply the avionics for the 
Huzar from a Boeing-led consortium, which includes Saab 
of Sweden, British Aerospace and Finmeccanica from 
Italy. Boeing and its backers are concerned that Efoit, an 
Israeli avionics supplier, has been given preferential 
treatment in the tender. The contract to supply both the 
avionics and the rockets for the Huzar fa worth up to . 
$lbn. Christopher Bobinski, Warsaw 

BRITISH CATTLE 


Status quo on semen exports 

UK farmers must wait to hear whether a European Union 
ban on exports of UK bull semen and cattle embryos will 
be rettnposed, after tbe EU’s steering committee ou mad ■ 
cow disease failed to give a conclusive opinion. The ‘ 
co mm itt ee said late on Monday that export of the 
products “could not be recommended” unless the donors 
could be certified BSE-free, but stopped short of 
advocating reimpositian of the ban. The issue will now be 
considered by the EUs standing veterinary' committee, 
which - unlike the steering committee which has 
advisory status - can propose legislation to the European 
Commission. 

Exports of all beef and associated products were banned 
by the Commission last year after discovery of a likely 
link between mad cow disease and a fatei human-brain 
condition. But the ban was lifted on semen amt embryos 
last year. Since the UK exports semen only from bulls 
which do not have BSE, the steering committee 
effectively backed the status quo. 

Neil Buckley, Brussels, and Alison Maitland. London 


Hume’s refusal to run leaves all parties facing risky choices, reports John Murray Brown 

Presidential dilemmas for Irish PM 




A U political leaders in the 
Irish Republic were disap- 
pointed by the decision of 
John Hume, the Northern Ireland 
politician, not to run as the 
agreed candidate in next month's 
presidential election 
For none, however, was the dis- 
appointment greater than for Ber- 
tie Ahern, the prime minister 

from the Fianna Fail party. For 
him. the prospect of a bitterly 
fought contest to find a successor 
to Mary Robinson presents a spe- 
cial dilemma. 

Fianna Fail, with close to 40 per 
cent of the popular vote in last 
June's general election, should be 
favourite to win on October 30, if 
Its candidate can secure enough 
transfer votes from the other par- 
ties. 

Indeed, Mrs Robinson was the 
first ever non-Fianna Fall presi- 


dent - and her victory in 1990 
came about only because of tbe 
scandal surrounding the Fianna 
Fafl candidate, Brian Lenihan. 

Mr Ahern is desperate not to 
repeat that mistake, but at the 
same time be is aware the elector- 
ate's expectations have been 
raised. It is no longer enough for 
parties to use the presidency as a 
sinecure for party loyalists. 

The nomination of the former 
Fianna Fail prime minister. 
Albert Reynolds, would be seen as 
a move in exactly this spirit, even 
though he is given credit for his 
early role in the Northern Ireland 
peace process. But unless Mr 
Ahem pulls a surprise out of the 
bag in the next few days. Mr 
Reynolds looks set to secure the 
Fianna Fall nomination. 

An editorial in the Irish Times 
yesterday described Mr Reyn- 


olds’s campaign as a “masterful 
game" in securing party backing, 
despite the opposition of the 
prime minister and most of his 
front bench. 

Were he to be nominated, the 
opposition are certain to recycle 
allegations of his wrongdoing in 
the Irish beef industry, a pass- 
ports-for-sale scandal, and the 
embarrassing nature of his 
removal as prime minister over 
his mishandling of an extradition 
case involving a paedophile Cath- 
olic priest - all of which will dam- 
age the party’s public standing. 

A bigger worry is that Mr Reyn- 
olds could lose the presidential 
election, reflecting badly on Mr 
Ahern’s leadership less than six 
months after he came to power. 

This week, Mr Ahem called on 
parliamentary colleagues and 
those “outside the party" to 


declare by Saturday whether they 
intend to stand. Fi anna Fail, 
along with the opposition party 
Fine Gael, is set to decide next 
week, with nominations due to 
close by September 30. 

The problem for Mr Ahem is 
the lack of suitable alternatives. 
Michael O'Kennedy, a one-time 
foreign minister, has also thrown 
his hat in the ring, but It is hard 
to see him beating Mr Reynolds 
for the nomination. 

But for Fianna Fall’s precarious 
parliamentary position, defence 
minister David Andrews, an 
urbane former barrister, would 
look like a natural front-runner. 
However. Mr Ahern is all too 
aware or the possibility that 
Fianna Fail could lose any subse- 
quent by-election in his Dun 
Laoghaire constituency, putting 
the party’s already fragile minor- 


ity coalition with the small right, 
of-centre Progressive Democrats 
in further peril. . 

Mary McAleese, a former 
Fianna Fail senator and Belfast 
law professor, is said to be consid- 
ering standing and could emerge 
as a dark horse. But her conserva- 
tive Catholic views on abortion 
and other issues could look out of 
step with the liberal Ireland 
championed by Mrs Robinson. 

Some party strategists are still 
trying to persuade the popular for- 
mer justice minister. Metre 
Geoghegan Quinn, to nm. in a 
desperate attempt to find a suit- 
ably heavyweight replacement for 
Mrs Robinson. Mr Ahem is under- 
stood also to have approached 
Ray McSharry. the former EU 
farm commissioner and Fi anna 
Fall finance minister, to stand - 
so far without success. 



Reynolds: “masterful game 


It is a measure of Mns 
son’s legacy - and the paucity w 
candidates feeing all the parties - 
that Labour, the other main oPP 0- 
sition party, said yesterday it 
considering approaching Bob G® 1 ' 
dof, the Dublin -born pop sing er 
and Third World campaigner. 
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NEWS: EUROPE 



local poll plans in 
after boycott call 


-By Guy Dinmore in 8efgrade 

Plans to bold Bosnia's first 
local elections in .seven years 
were thrown into di sarray 
yesterday : after a tense 
stand-off between rival . Serb 

factions in the town of Baztfa 
Lnka and a decision by the 
two main Serb and Croat 
parties to boycott the polls. 

The Croatian Democratic 
Union (HDZ), largest ethnic 
Groat party in Bosnia, told 
its supporters to stay away 
from . the September 13-14 
paOs because conditions did 
not exist, tor a “free, demo- 
cratic and fair election”. 

In Serb-controlled Pale 
in eastern Bosnia, a senior 
official in the ruling Serb 
Democratic party (SDS) said 
he would recommend that a 
session, of the Serb assembly 
to be held today should 
also stage a boycott. 


. The international commu- 
nify sees the municipal elec- 
tions as a key step in the 
peace process, reintegrating 
Bosnia’s divided Moslem, 
Croat and Serb communities 
and cutting mutual suspi- 
cions. 

Failure to hold a meaning- 
ful vote would undermine 
the fragile unity of the Mos- 
Jem-Croat rederation that 
makes up one of Bosnia, 
and sharpen the power 
struggle that has split the 
Serb-controlled entity known 
as Republika Srpska Into 
two parallel governments. 

A spokesman for the 
Organisation of Security and 
Co-operation in Europe 
(OSCE), which is supervising 
the polls, said the elections 
would go ahead despite the 
boycott threats. “We are 
keeping the faith. We are 
still talking and talking to 


all sides.” the official added. 

The SDS boycott call fol- 
lowed a dangerous confron- 
tation in the north-west 
town of Banja Luka, where a 
hostile crowd and police 
loyal to BUjana Plavsic, the 
western-backed Bosnian 
Serb president, barred a 
group of her opponents in 
the SDS from leaving a 
hotel. The trapped SDS offi- 
cials were sympathisers of 
Radovan Karadzic, the 
indicted Bosnian Serb war 
criminal. 

Jacques Klein, a US gen- 
eral who is a senior interna- 
tional representative in Bos- 
nia, tried to negotiate the 
release of the SDS officials, 
who included Momcilo Kra- 
jisnik, the Serb member of 
Bosnia's tripartite collective 
presidency and a bitter rival 
of Mrs Plavsic. 

Some SDS officials and 


their bodyguards left under 
Nato escort, but by early 
evening Mr Krajisnik, a 
close ally of Radovan Karad- 
zic, was still inside. 

Banja Luka police and 
Nato-led peacekeeping 
troops on Monday blocked 
several thousand supporters 
or Mr Krajisnik, some of 
them armed, from entering 
the town to hold a mass anti- 
Plavsic rally. One Nato offi- 
cial said it was possible that 
an attempted coup had been 
thwarted. 

Analysts said that the 
decision by the Croat HDZ to 
pull out was motivated by a 
realisation that Serb parties 
could regain control of 
towns captured by the 
Croats in 1995 at the end of 
the Bosnian war. 

Electoral rules allow dis- 
placed Bosnians to vote for 
councils in towns where 



Bosnian Serb supporters of Radovan Karadzic protest 
against President Bi^ana Plavsic in Banja Luka 

they had lived before war numerous enough to win 
drove them out. Moslems councils in such towns as 
expelled by the Serb army Srebrenica, now almost 
from eastern Bosnia could be totally populated by Serbs. 


EU farm ministers warned of ‘fallow fields' 


By Mchaei Smith 
in Luxembourg 

The European Union’s 
agriculture commissioner, 
Franz Fischier, yesterday 
raised the spectre of vast 
tracts of fields lying fallow 
as he responded to a “volley 
of objections to his proposals 
for reforming the Common 
Agricultural Policy. 

He told farm ministers in 
Luxembourg that Europe 
would have to set aside 30 


per cent of its cereals land if 
it did not undertake reform, 
in addition, opportunities to 
increase significantly the 
export of beeT would be lost. 

“Society as a whole would 
not tolerate seeing a quarter 
of Europe's fields lying fal- 
low, while they have to pay 
high taxes to keep them that 
way.” he said. 

Mr Fischier was speaking 
as ministers, delivering their 
first formal verdicts on his 
July reform proposals, made 


clear that be and fellow com- 
missioners would have to 
make significant concessions 
to win their support. 

Although many countries 
expressed support for the 
idea of reform, most had 
strong objections to the 
details, including cuts in the 
support prices for beef, cere- 
als and milk products, with 
an increase in compensatory 
direct payments to farms. 

Germany was dismissive 
of the need for any change. 


“As the proposals are now, it 
I the package) will not get a 
majority.” said Jochen 
Borchert, German agricul- 
ture minister. He said his 
ministry had calculated that 
German farms would lose 15 
to 20 per cent of their 
Incomes through the 
reforms. In addition, the EU 
agricultural budget would 
grow by Ecu4bn ($4.3bn) a 
year, or 10 per cent of the 
existing budget 
With the UK. Sweden and 


Denmark strongly in favour 
of the reforms, it is likely 
that France will play a cru- 
cial role in the reform nego- 
tiations. Although it would 
benefit from the increased 
exports which the Commis- 
sion says reform would 
allow, the powerful fanning 
lobby is strongly opposed to 
price cuts. 

Louis Le Pensec, French 
agriculture minister, said 
yesterday that France was 
not fundamentally against 


the idea or reform. But he 
said it wanted a detailed 
analysis of how the proposed 
changes would affect farm 
incomes and employment. 

The Netherlands is -also 
likely to play an influential 
role. Although in favour of 
the principle of reform and 
proposed price cuts, its agri- 
culture ministry is opposed 
to the ceilings which the 
Commission has suggested 
imposing on payments to 
large farmers. 


Norway voters 
‘could hand 
power to 
extreme right’ 


By Tim Burt in Oslo 

Thorbjorn Jagland. the 
Norwegian prime minister, 
warned voters yesterday 
that they could hand power 

to the extreme rightwing 
Progress party if the minor- 
ity Labour government was 
ousted at next week's gen- 
eral election. 

Mr Jagland, who has 
vowed to resign if the 
Labour party polls less than 
36.9 per cent of the votes, 
said victory for a centre- 
right coalition would only 
increase the influence of the 
Progress party, whose poli- 
cies include stricter asylum 
rules and tougher punish- 
ment for convicted crimi- 
nals. 

“The alternatives are a 
continuation of Labour rule 
or a coalition heavily influ- 
enced by the extreme right,” 
he added. 

Mr Jagland was speaking 
as the election campaign, 
one of the most open in 
recent times, entered its last 
week. Leaders of the parties 
hoping to form a rival coali- 
tion government yesterday 
rejected his claims, and 
promised to form a govern- 
ment that would shun Prog- 
ress party policies. 

“If the Progress party 
pushed through its policies, 
it would be nothing short of 


a revolution for Norway, and 
we are determined to fight 
it," said Anne Eager Lahn- 
steln, leader of the Centre 
party, which is proposing a 
coalition with the Christian 
Democrat and Liberal par- 
ties. 

Norway's political parties 
have stepped up their 
attacks on the Progress 
party, led by the Thatcberite 
Carl Hagen, following its 
strong showings in opinions 
poDs in recent weeks. Some 
polls Indicate the party 
could win up to 15 per cent 
of votes in next Monday 's 
election. 

Mr Hagen yesterday said 
the attacks reflected growing 
desperation granng the main- 
stream opposition parties, 
and he warned their criti- 
cism would only enhance the 
electoral prospects of the 
Labour government. 

“They are running scared, 
and all their attacks will not 
undermine the influence we 
expect to enjoy alter the 
election,” he said. 

Although the Progress 
party has given op hope of 
forming a government itself. 
Mr Hagen said it could pro- 
mote its policies - including 
compulsory Norwegian 
tuition and language tests 
for immigrants — as one of 
the country's largest opposi- 
tion groups. 


Lithuania’s PM hits at Brussels over entry talks 


By Greg Mcfvor in Stockholm 

Gediminas Vagnorius, 
Lithuania’s prime minister, 

warned yesterday that barring 
his country and Latvia from the 
first wave of European Union 
enlargement couW stoke security 
tensions in the Baltic region. 

In a plea to EU member states 
to. reverse a European Commis- 
sion proposal to exclude the two 
from talks planned to start next 


year. Mr Vagnorius said block- 
ing their participation in the 
negotiations would create “new 
dividing tines in Europe”. 

Lithuania and neighbouring 
Latvia were not among the five 
central and east European coun- 
tries recommended by the Com- 
mission in July to start accession 
negotiations. However, Estonia, 
the third former Soviet Baltic 
republic, was included. 

Mr Vagnorius, speaking at a 


meeting of European Parliament 
conservatives and Christian 
Democrats in Stockholm, pre- 
dicted that splitting the Baltic 
states would encourage Russian 
nationalists to extend their influ- 
ence in Lithuania and Latvia. 

“If we are removed at the very 
start [of enlargement negotia- 
tions), our future may become 
unclear and even become danger- 
ous,” he said. 

He made his comments ahead 


of a meeting of EU foreign minis- 
ters next week at which member- 
states will begin talks on which 
countries to include in enlarge- 
ment talks. 

European leaders will decide 
at their Luxembourg summit in 
December whether to accept the 
Commission's enlargement 
line-up. Sweden. Denmark and 
Italy have all voiced support for 
the three Baltic countries being 
treated together. 


Mr Vagnorius said Lithuania’s 
exclusion from the chosen five 
was based on political consider- 
ations and lacked objectivity and 
the Commission had used out- 
dated economic statistics when 
making its assessment Stressing 
Lithuania's reform programme 
was well advanced, Mr Vagnor- 
ius said: “Lithuania is no worse 
than the other central European 
states, and a few of its indicators 
rank it among the best” 


Bans van den Broek, the Dutch 
commissioner responsible for 
enlargement, said there was a 
risk that warnings of strategic 
instability “risked creating 
self-f ulfilling prophesies”. ' 
“What we want is to be on the 
train from the beginning,” said 
one Latvian diplomat. “If we are 
not, it would give an indication 
that the EU still regards us as 
within the Russian sphere of 
influence." 



Gediminas Vagnorius: said that 
exclusion was based on political 
considerations pteaPmsMo 
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Avoid system 
downtimes... 

Your DP network has become the lifeblood of your 
organization. Its performance stands and falls with 
its availabifity.The old adage applies here too: ^ 
“An ounce of prevention is worth a pound of cure. 
Potential sources of trouble have to be identified 
:and avoided early on In order to prevent senous 
outages with all their consequences. But this 
.‘necessitates highly specialized expertise and on- 
•going system monitoring. Effort and expense that 
.‘you can and should avoid. 


with our operational 
services . . . 

The better option is to put the responsibility in 
the hands of the specialists from Siemens 
Nixdorf. Because they're experienced in auto- 
mated, preventive remote or on-site problem 
identification and resolution. They intervene 
before the network ever goes down, while 
alsotaking all ofthe other system-related tasks 
off your hands: From end-user support to 
software and data managements complete 
administration of your IT operations. 


for information technology 
without the thorns. 


So you can concentrate on the challenges of 
your market and leave the support of your 
systems and networks to Siemens Nixdorf 
I T Service. Our specialists have the cross- 
vendor know-how that's needed to offer you 
custom-tailored service for greater efficiency. 
To assure you information technology with- 
out foe thorns. For more information, simply 
fax this ad to us at +43-89-636-45579. Don't 
forget to add your name and address! 


Siemens Nixdorf: User Centered Computing 
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Doubts over whether truce with FIS can lead to talks on long-term settlement 

Algiers in secret pact with Islamists 


Albright steps 
into mins of 


yf 
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By Roula Khalaf in London 

As violence surges in 
Algeria, spreading panic in 
the Algiers suburbs, the ris- 
ing death toll is being 
accompanied by revelations 
of recent contacts between 
the army-backed govern- 
ment and the Islamic Salva- 
tion Front (FIS). 

FIS insiders have con- 
firmed that a truce has held 
between security forces and 
the front’s armed wing for 
about two months. They say 
agreement in principle was 
reached earlier this summer 
between the armed wing and 
representatives of the army- 
backed government in 
return for the release of 
Jailed FIS leaders. 

Two FIS leaders walked 
away from prison in July. 



Madam; television plea for 
peace postponed 


and Abassi Madani. the FIS' 
chief, was to make the truce 
official by calling For an end 
to violence on Algerian tele- 


vision. The official call, 
according to elements within 
the FIS. was supposed to 
lead to discussions between 
the front and the govern- 
ment over the future of the 
party. 

The armed wing, known as 
the Islamic Salvation Army 
(AIS), made up of a few thou- 
sand men, is not held 
responsible for attacks on 
civilians and has always bit 
military targets. 

The evolution of the Alge- 
rian conflict has been such 
that an AIS truce today may 
have little immediate effect 
on the violence. Today, most 
of the violence is directed 
against civilians, killed in 
massacres in areas south 
and around Algiers. The FIS 
has always condemned the 
extremist armed groups 


blamed by the government 
for the atrocities against 
civilians and believes them 
to be manipulated by hard- 
line factions in the ruling 
establishment opposed to 
any deal with the FIS. 

But if a trace did lead to 
negotiations, any agreement 
would be an important con- 
tributor to the long-term 
healing of Algeria's trauma, 
which started with the 
army’s cancellation in 1992 
of elections the FIS was 
poised to win. 

However, the contacts 
between the FIS and the gov- 
ernment suffered a big set- 
back last week when Mr 
Madani sent a letter to Kofi 
Annan, the United Nations 
secretary general, in which 
he expressed his readiness to 
call “immediately" for an 


De Klerk leaves his party 
in hands of untested leader 


By Roger Matthews 
m Cape Town 

F.W. de Klerk, former 
president and Nobel peace 
prize winner, quit South 
African politics yesterday to 
the jeers of his opponents, 
and handed the uncertain 
future of the National party 
to a new generation of Afri- 
kaners. 

One of the first acts of the 
new leadership may be to 
take the party back into the 
government of national 
unity headed by President 
Nelson Mandela. The party 
pulled out of the coalition 16 
months ago. complaining it 
was being ignored. Responsi- 
bility will rest mainly with 
Marthinns van Schalkwyk, a 
political novice, who was 
yesterday chosen to lead the 
party as Mr de Klerk pre- 
pared to make his formal 
departure from parliament 

“It was from this podium 
that I announced the release 
of President Nelson Mandela 
and the unbanning of the 
African National Congress 
and all other organisations," 


Mr de Klerk said to tumul- 
tuous applause from a public 
gallery. 

“It was from this podium 
that I and other members of 
my party cleaned the slate 
by the repeal of all forms of 
discriminatory legislation," 
he said as ANC members 
barracked, talked among 
themselves, or simply turned 
away. It was a different de 
Klerk the ANC preferred to 
remember. 

For Steve Tshwete. gov- 
ernment leader In parlia- 
ment and minis ter of sport, 
much of Mr de Klerk's politi- 
cal life had been a tragedy. 
“After that first courageous 
step in 1990 he was unable to 
continue striding down the 
road to a new South Africa." 
he told parliament 

“Boldness turned to indeci- 
siveness. He adopted a 
lenient attitude towards vio- 
lence. He failed to rise to the 
twin challenges of truth and 
reconciliation. He cut a sorry 
figure attempting to explain 
away the unspeakable 
crimes perpetrated in the 
name of his party, and try- 


ing to avoid culpability for 
them," said Mr Tshwete as 
booing from the Nationalist 
ranks intensified. 

Revenge, however, could 
be swift for the National 
party. Under the terms of a 
pre-election agreement, the 
party has the right to six 
cabinet seats and a deputy 
presidency. 

With the ANC unable con- 
stitutionally to expand the 
cabinet beyond 27, and with 
25 portfolios filled, this 
would force Mr Mandela to 
sack four ANC ministers to 
make room for the National- 
ists. In addition, Mr van 
Schalkwyk could, at 37. 
become a deputy president, 
with large houses in Pretoria 
and Cape Town and all the 
other material advantages 
such a senior position car- 
ries. 

But Mr van Schalkwyk. 
who romped home against 
three other white male can- 
didates. gaining 75 votes 
from a possible 105, will go 
into government only “if it is 
right for democracy, and foe 
nation". 


He told a press conference 
that the National party - 
about to become “lean, mean 
and sharp on its feet” - 
rejected narrow self-interest 
and short-term gains. “We 
will not be tempted by jobs, 
salaries or perks, but rather 
by our conviction of what is 
right for the country," be 
said. 

What also may be taken 
into consideration is that Mr 
van Schalkwyk is little 
known outside his party. He 
has not been noted as a tal- 
ented speaker, has never led 
a provincial branch of foe 
party, and progressed this 
far via his role as executive 
director of the organisation. 

But as deputy president, a 
position shared with Thabo 
Mbeki, who later this year 
will take over foe ANC lead- 
ership, Mr van Schalkwyk 
would achieve a much 
higher profile, and even get 
to chair cabinet meetings. 
Time, however is short. Hie 
power sharing agreement 
lapses after the 1999 general 
election. 

Observer, Page 17 



Dr. Jurgen Strobe 

Chairman of the Board of Dtrraon a t 
BASF AC 


Restructuring and Growth? 
We show why. 


David J. Herman 

Chairman and Managing Board 

Dbrciar of .Kdtsm Ope/ AC 




Richard L Mendlc 
Ktr/AnJe Manajpng Parmer of 
Arthur Andersen 


Michael Pofar 

Chairman of the Managing Beard of 
Asea Brmm Bovcri AC 


FINANCIAL TIMES 

No FT, no comment. 


III. Mannheim er Untemehraerfomm 


6. & 7. October 1997 

® Please send me further information 

^ / hereby register for the Mannhamer Untemehmerforum 
(price DM 1320.-) 

name: 

first name: 

department: __ __ 

com patty: 

address: 

phone: 




signitune: 


Mannhamer Unzemehmerforum 

Prof. Dr. Manfred Perlits, Uidvcrsildt Mannheim 

Schloss, D-68131 Mannheim 

phone: +49 (0)621-292-8439 fax : -r 49 (0)621-292-8438 

http^/imtemehmerfonim.um-mannfaeim.de 


peace process 

David Gardner on the task of 
the secretary of state as she 
starts her first Mideast tour 


end to violence and “prepare 
the opening of a serious dia- 
logue." The letter was in 
response to Mr Annan’s 
statement that the Algerian 
conflict could no longer be 
regarded as an internal mat- 
ter. 

The Algerian government 
opposes attempts at interna- 
tionalising foe conflict and 
Mr Madani ’s letter, which 
appeared to encourage for- 
eign meddling, led the gov- 
ernment to put Him under 
house arrest. 

Why Mr Madani decided to 
send his letter is the subject 
of much speculation. Some 
analysts believe he has seri- 
ous doubts about the real 
intentions of foe government 
and that he was seeking to 
involve foe UN as a guaran- 
tee that his call would lead 


By Michael Littlejohns, UN 
Correspondent in New York 

The United Nations said 
yesterday it was suspending 
aid for Rwanda refugees in 
Congo because it was no lon- 
ger possible to provide pro- 
tection for them. 

“We cannot protect refu- 
gees if foe host governments 
do not abide by foe princi- 
ples and standards of law," 
said Sadako Ogata, UN High 
Co mmis sioner for Refugees, 
after briefing the Security 
ConnciL 

The move is coupled with 
an appeal to governments in 
the Great Lakes region to 
meet their international obli- 
gations. 

Mrs Ogata dted an inci- 
dent last week In which Con- 
golese troops surrounded foe 
Kisangani transit centre and 
took away hundreds of 


to negotiations. 

Others say Mr Madam’s 
letter was a reaction to the 
foot that the Algerian gov- 
ernment was faring opposi- 
tion from hardline elements 
in foe army and began to 
drag Sts feet and postpone 
Mr Madani’s planned appear- 
ance on television. 

There seem to be divisions 
within foe FIS as to what to 
do next While some believe 
no farther contact can be 
made with the government 
before Mr Madani’s house 
arrest Is lifted, others say 
foe o f fi ri?! call for a truce 
min be made by someone 
»»!««», such as foe head of the 
FIS’ armed wtng.- 

It is only after such an 
official call for a truce that 
negotiations have any hope 
of beginning. 


Rwandan and Burundian ref- 
ugees to Rwanda. 

“There are no more refu- 
gees in the centre,” she said. 
“This kind of situation 
obliged us to suspend the 
operation." There were 
Rwandan refugees in 10 dif- 
ferent countries and because 
most were unwilling to be 
repatriated it was essential 
that each case be considered 
carefully, which would take 
some time. 

Bill Richardson. US dele- 
gate and current president of 
foe Security CodnriL voiced 
“in foe strongest terms” foe 
Council’s support for the 
move and called on foe Afri- 
can governments of the 
region to comply folly with 
their obligations. He said foe 
Council was also deeply con- 
cerned for foe fate of those 
removed from foe Kisangani 
centre. 


T he start today of a 
maiden tour of the 
Middle East by Made- 
leine Albright, US secretary 
of state, to relaunch US 
peacemaking in the region 
could hardly be less propi- 
tiously timed. 

Renewed sniride bombings 
in west Jerusalem by 
Hamas, the Palestinian 
Is lamis t group, have claimed 
20 more Israeli lives, and an 
imirii commando unit has 
lost a third of its strength in 
a botched raid deep into 
south Lebanon against Shia 
Moslem guerrillas. 

The peace process between 
Israel and foe Palestinians, 
launched by the 1993 Oslo 
accords, has been dead- 
locked since foe rightwing. 
Likud-led coalition of Benja- 
min Netanyahu, Israel's 
prime minister, started 
building a Jewish settlement 
in occupied Arab east Jeru- 
salem Six months ago. NOW 
it is in near ruins. 

Trust between the two 
sides - never high - has bro- 
ken down. After multiple 
suidde bombings an July 30 
and last Thursday, Mr 
Netanyahu has all but said 
that Oslo as conceived by his 
Labour predecessors is over. 
“The basic deal in Oslo was 
that we gave foe Palestin- 
ians territory and they gave 
us a pledge to fight the ter- 
rorist organisations from 
that territory,” the Israeli 
premier said late last month. 
“That pledge has not been 
kept" 

Last week he announced 
that no more land in the 
occupied West Bank would 
be handed over to the 
Interim self-rule administra- 
tion of Yassir Arafat, leader 
of foe Palestine Liberation 
Organisation, until he 
cracked down cm terrorism. 

The Jerusalem bombings 
have focused attention on 
Israel’s security demands, 
which are also the main con- 
cern of foe overwhelmingly 
'pro-Israeli US - Congress. Yet 
Mrs Albright, in a keynote 
policy speech on the Middle 
East in late July, signalled a 
more even-handed approach 
to foe peace process. 

She bad called upon Israel 
to forgo “unilateral acts” 
such as increased settlement 
building on Arab land, and 
warned that “peace must 
address the legitipiate rights 
of the Palestinian people". 

Israelis and Palestinians 
alike believed that Washing- 
ton was, for the first time, 
preparing not only to 
demand that Mr Arafat do 
more to crack down on 
attempts by Hamas to sabo- 
tage Oslo, but that Israel 
freeze Jewish settlement an 
Palestinian land until “final 
status” talks began on a 
definitive peace agreement 
These talks were to take 
place after a gradual transi- 
tion to “home rule” by Pales- 
tinians in the West Bank 
and Gaza Strip. By then 
enough mutual confidence 
should have been built to 
tackle the big issues of Pal- 
estinian statehood, and the 
future of Arab Jerusalem 
and foe Jewish settlements 
in the territory conquered by 
Israel In the 1967 Arab-Is- 
raeli war. 


The Palestinian leadershi p 
had been hoping that Mr 
Clinton would lean on Mr 
Netanyahu to honour foe 
basic compact underlying aQ 
peacemaking in the MidiTjp 
Bast - foe return of Arab 
land in exchange for Arab 
recognition of Israel's right 
to live within secure, defined 
frontiers. 

The Israeli leader, heading 
a coalition of rightwing 

nationalists and religions 
fundamentalists, explicitly 
rejected this principle before 
and after his election last 
year. Apart from foe hand- 
over of most of the West 
Rank city of Hebron, he has 
failed to deliver on more 
than 30 Israeli commitments 
under the interim Oslo 
accords. 

The envisaged Israeli 
troop withdrawals have not 
taken place; Palestinian pris- 
oners have not been 
released; Israel has block- 
aded the Palestinian territo- 
ries, and blocked foe “safe 
passage" between Gaza and 
foe West Bank and the air 
and sea ports envisaged for 
Gaza, a rg u ing that the two 
sides shonld now move to 
the “final status” negotia- 
tions. 

T his, and the expan- 
sion of Jewish settle- 
ment, has created a 
vacuum into which Hamna 
has eagerly stepped. The 
Islamists, a mass movement 
in foe West Rank and Gaza, 
have been able to claim plau- 
sibly that Mr Arafat cannot 
deliver what he has prom- 
ised. Israeli treatment of Mr 
Arafat as an enemy rather 
than a peace partner has 
made it politically difficult 
for him openly to confront 
Hamas. 

Palestinian security forces 
rounded up 35 suspected mil- 
itants this week ahead of 
Mrs Albright's visit. But 
most suicide bombers have 
so - for come from areas 
under Israeli control 
In these circumstances! 
foe US had also concluded 
that any solution required a 
push towards a final settle- 
ment, with foe Palestinians 
renewing security co-opera- 
tion end the Isr aelis deliver- 
ing just enough under exist- 
ing agreements to maka this 
politically saleable for Mr 
Arafat. 

Palestinian leaders are 
nervous about entering final 
negotiations while the areas 
they control are surrounded 
by 100,000 Israeli troops. But 
given the total breakdown of 
trust with the Israelis, they 
have welcomed US attempts 
to get more involved and be 
more even-handed. 

However, the bombings 
have allowed Mr Netanyahu 
to regain international sym- 
pathy, and tiie initiative to 
insist that Israeli security is 
the only issue Mrs Albright' 
should tackle. If this proves 
to be the case, then not 
much will have altered in 
the core conflict of foe Mid- 
dle East and not much will 
have been done to prevent 
more Israelis being blown 
up. 

Reconsidering Madeleine, 
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Request for Information 

GAS SUPPLY TO ISRAEL ELECTRIC CO. 



land Electric Corporation (IEC) is seeking to estabfish within the next few months, whether die purchase of gas for use in its power 
stations, is commercially viable. 

Preliminary prese n t ation s made by gas companies before officials of the Ministry of National Infrastructure and the Iaad 
Project Management, bare encouraged (be government to introduce gas as a new source of energy. 

IEC has now been authorized by die Government to jxoceed wife the negotiations for die purchase of natural gas. EC and tfae Government 

wish to ensnre that potential applies of gas (natmal gas and liquefied natural gas), aie made aware of the demand for gas in I&ad and 

(hat such suppliers have the opportunity to be considered for prc-qualification. 

In addition to EEC demand which will arise from converting tfae present heavy foe! od fired power stations, there is potential fcr finder 
volumes of gas to be sold via an Israeli Gas Company (ICQ, which wfll be famed, to heavy indasUy and to (he commercial sector in 
Ism, as well as to meet demands for greater capacity in the power and commercial sectors m tbe ftitnre. 

At present Israel is in the process of approving a national plan for the gas infrastructure. 

Interested parties at invited to submit to IEC initial proposals, identifying volumes available, sauces of os, posable supply dates ad 
technology proposed, no later &en September 30, 1997. 

Interned patties, who have already mafcprefinrinay pramtewB before IK 


Potoitial supplies must demonstrate financial capability, and technical and operational mrpwiiy 


price level will be among the key areas examined. 

No guarantee is given that any business wiD result or that there will be any follow-op to the initial proposals sobratted. 


For further information, please contact: 
Shimshon Brokman 


Natural Gas Project Manager 

Planning, Development & Technology Division 

Israel Electric Corp. 

P.O.B. 10. Haifa 31000, Israel 
Fax: ++972-4-8649770 
email: shind@rd3.haLiec.coM 
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By Efeftbeih Robinson 
in Sydney 

Australia , is today expected 
: to anno unce its position on 
' tariff cuts.fbr textiles* doth- 
" ing and ■ footwear, a mid 
intense lobbyii® by industry 
and unions for a freeze. 

The decision, to be 
announced by John Howard, 
prime mini ster, comes, after 
the cabinet yesterday 

received a report on tariffs 
flrom the Industry Commis- 
sion. The commission's pre- 
liminary report in June rec- 
ommended that tariffs of up 
to 37 per cent be cut to 5 per 
cent by 2008. 

Mr Howard bad pledged a 
quick decision on the tariffs 
and cited job security as his 
main priority, industry and 
unions, backed by the oppo- 
sition Labor party, have 
been lobbying for a breeze in 
tariff cuts unto 2005 to allow 
the sector to adjust to lower 
levels of protection. 

In June Mr Howard opted 
far a slow dismantling of c ar 
tariffs and freezing them at 
15 per cent for five years 
until 2005, arguing that the 
industry needed “predictabil- 
ity and certainty". 

John Cosgrove of the 
Industry Commission agreed 
that jobs could be lost, but 
said; “We need to focus on 
the greater good for the most 
people.” 

The government is aiming 
to meet a commitment by 
the Asia-Pacific Economic 
Co-operation (Apec) forum 
for free trade in the region 
by 2010. Yesterday Mark 
Paterson, chief executive of 
the Australian Chamber of 
Commerce and Industry, 
said even if Australia froze 
tariffs on textiles, clothing 
and footwear until 2005, it 
could still meet its Apec obli- 
gations. 

The National Farmers’ 
Federation and the Minerals 
Council of Australia in a 
joint statement yesterday 
criticised any tariffs freeze, 
saying it would penalise 
their export industries. “A 
tariff pause can only delay 
the farces of change," they 
said. 


Japan's largest domestic 
telecoms company, NTT. will 
today apply for a licence to 
conduct International 
operations, allowing it to 
offer local, long-distance and 
international services from 
April 1999. 

Japan's ministry tor posts 
and telecommunications is 
ready to approve NTT's 
licence, following a decision 
last year to open the for- 
merly segregated telecoms 
sectors to more competition. 

The move by NTT came as 
the Japanese government 
resumed talks with the US 
yesterday over extending a 
bilateral agreement aimed at 


improving foreign compa- 
nies' access to NTT procure- 
ment contracts, 

Hisao Horinouchi, minis- 
ter of posts and telecommu- 
nications, admitted that 
given NTT’s special status - 
it is still two-thirds owned 
by the government - “it is 
impossible to terminate the 
agreement”. 

The. NTT procurement 
agreement, reached between 
the«US and Japan In 1980, is 
scheduled to expire at the 
end of the month. The US 
has called on Japan to renew 
the agreement, which is 
aimed at increasing NTT's 
procurement of foreign tele- 
coms equipment, extend its 
scope and improve the terms 
of the agreement 


Specifically, the US is 
looking for increased trans- 
parency of procurement pro- 
cedures by NTT, improved 
access to information on the 
development of technology 
by NTT, greater harmonisa- 
tion of standards and inter- 
faces and greater transpar- 
ency in the way NTT awards 
and allocates contracts 
among suppliers, a US offi- 
cial said yesterday. 

NTT often develops techni- 
cal specifications for equip- 
ment internally and foreign 

suppliers need to participate 
more actively in this process 
to win more contracts. 

The high number of inter- 
faces for the NTT system 
and their incompatabllity 
with interfaces used by tele- 


EU split on response 
to WTO banana ruling 


By Msg Buckley fn Brussels, 
Canute James in Kingston 
and Nancy Durme 
In Washington 

The European Commission 
today starts discussing its 
response to a ruling by the 
World Trade Organisation's 
appeals body, which backed 
US-led complaints that the 
European Union's $2bn-a- 
year banana import regime 
broke world trade rules. 

But how the EU will deal 
with the latest in a series of 
transatlantic trade disputes 
is unlikely to become clear 
for some months. The issue 
could become a long-running 
sore between the EU and the 
US. which initiated the com- 
plaint, supported by Ecua- 
dor, Honduras. Guatemala 
and Mexico. 

Action to disman tle parts 
of the regime, as demanded 
by the WTO. must be agreed 
by EU ministers. But the 15 
EU countries are said to be 
split, with nine ready to 
change the rules, but six 
against, including the UK, 
France and Spain - enough 
for a blocking minority 
under EU voting rules. 

If it does not comply, the 
EU must compensate the 
complainants. 

The report backed the 


WTO's condemnation in May 
of the EU's quota and licen- 
sing system. The system 
alms to protect former Brit- 
ish and French Caribbean 
colonies which are 
long-standing banana suppli- 
ers. and grants 30 per cent of 
import licences to operators 
traditionally exporting from 
those countries. 

Leaders of the four Wind- 
ward Islands in the eastern 
Caribbean whose economies 
are heavily dependent on 
banana exports to the EU, 
will hold an emergency sum- 
mit on Friday and Saturday 
on the WTO ruling. 

“We have to be proactive. 
and we have to take deci- 
sions to ensure that our 
bananas can continue to 
enjoy the benefits of the 
markets in which we are 
operating, " said Edison 
James, prime minister of 
Dominica. 

Dominica, along with Gre- 
nada. St Lucia and St Vin- 
cent, supply two out of every 
three bananas consumed in 
the UK. The islands’ leaders 
have been critical of the US- 
led action at the WTO, con- 
tending that their economies 
would be threatened if the 
preferential arrangement is 
altered because they fruit 
cannot compete against 


cheaper Latin American 
bananas on an open market. 

The Caribbean Banana 
Exporters Assoriatiao 
warned that associated trade 
in produce such as avoca- 
does and citrus fruit could 
be damaged if banana trad- 
ers' boats no longer visited 
tbe nine main Caribbean 
trading ports. 

“The WTO has shown 
scant regard for the special 
position of smaller develop- 
ing countries," the associa- 
tion said. It added that the 
collapse of the banana trade 
could produce instability 
across tbe Caribbean basin 
and force islanders to switch 
to more lucrative crops such 
as cocaine. 

The association urged the 
EU either to compensate the 
complaining countries 
rather than dismantle tbe 
licensing system, or to insist 
that it had commitments to 
protect Caribbean producers 
under the Lom$ Convention 
- its trade agreement with 
70 African, Caribbean and 
Pacific states. 

But Ecuador, the leading 
Latin American supplier of 
bananas to the EU, said the 
ruling would safeguard its 
l-2m banana growers - 10 
per cent of the population. 

It insisted the traditional 


corns earners in other coun- 
tries increases the costs of 
developing equipment to a 
prohibitive level for suppli- 
ers which have not already 
been supplying NTT, the 
official said. 

Furthermore, the US 
would like NTT to evaluate 
its suppliers according to 
objective, published criteria 
and in publicise the results. 

"The level of Foreign pro- 
curement by NTT is far 
below what is reflective of 
tbe competitiveness of US 
suppliers," the US claims. 

The latest negotiations sig- 
nal an apparent change of 
tack by the Japanese author- 
ities. which had suggested 
earlier that on existing bilat- 
eral pact covenng NTT pro- 


curement would sot be 
renewed when it expires at 
the end of this year. 

The US, however, refused 
to grant telecoms licences to 
NTT and HDD, Japan’s dom- 
inant international carrier, 
to offer new services 
between the US and other 
countries, without an agree- 
ment by Japan to restart 
talks on an extension of the 
NTT procurement agree- 
ment. 

Yesterday's talks follow a 
move by the US Trade Rep- 
resentative, the State 
Department and the Com- 
merce Department to give 
the Federal Communications 
Commission the go-ahead to 
process the licence applica- 
tions by NTT and KDD. 



Caribbean banana trade with 
the UK and France would 
survive removal of the licen- 
sing system. 

Alfredo Pinoargote, Ecua- 
dor's ambassador to the EU. 
added that many licences 
granted to operators export- 
ing from the Caribbean were 
already sold on to traders 
exporting from Latin Amer- 
ica. Ecuador says it. and not 
tbe US - which does not 
grow bananas - should have 
the lead role in negotiations 
with the EU on changing the 
regime. 

The banana ruling was the 
first case won under the 


General Agreement on Trade 
in Services, and tbe EU 
defeat was greeted with 
enthusiasm by representa- 
tives of US services indus- 
tries. 

"The case is extraordi- 
narily important." said 
Harry Freeman, a Washing- 
ton lobbyist. “While it 
involves agriculture imports, 
the quotas were adminis- 
tered through a wholesaling 
scheme which now has been 
found to violate the EU's 
Most Favoured Nation com- 
mitment.” 

Leon Brittan on WTO, 
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US sued in 
salmon war 


The British Columbia government has launched a lawsuit 
in a Seattle court seeking damages for US overfishing of 
salmon, the latest twist in the salmon war between Can- 
ada and its southern neighbour. Glen Clark, the provin- 
cial premier, has blamed the US government for failing to 
curb fishing by Alaskan fishermen and estimates that 
damages could reach C$35um. The province alleges that 
intensive US fishing by Alaskan boats of Canada-bound 
salmon violates the Pacific Salmon Treaty's basic princi- 
ples of conservation and equity of harvest. 

While the 1985 treaty remains in effect, fishing quotas 
have lapsed and several attempts to negotiate new limits 
have failed. Scoff Morrison, Vancouver 

M THAI CAR MARKET 

Honda to raise prices 

Honda said yesterday it was likely to follow Toyota and 
Isuzu in raising car prices in Thailand by at least 3 per 
cent for vehicles produced locally and more than 6 per 
cent for imported cars. The decision largely reflects car 
companies’ inability to absorb the increase in Thailand's 
value-added tax. which was raised to 10 per cent from 7 
per cent in mid-August as port of the country's stringent 
austerity plan. It also shows tbe dile mma faced by inter- 
national companies which are facing rising costs at the 
same time as slack demand. 

Japanese car companies, which dominate the once- 
booming Thai market, expect the market for cars to fall 
about 15 per cent this year and about 30 per cent for popu- 
lar pick-up truck models. Ted Bardacke. Bangkok 

■ EU-RUSS1A TRADE 

Russia to curb carpet imports 

Russia is likely to impose quotas on the import of carpets 
from the EU, escalating a trade dispute between Moscow 
and Brussels. A recently formed Russian trade commis- 
sion recommended that the cabinet impose quotas on the 
nearly S300m a year of carpets the EU exports to Russia. 
Officials said the government was likely to cap the carpet 
trade at SlOOm. 

The plan is Russia’s retaliation against the EU's contin- 
ued official view of Russia as a non-market economy. 

That categorisation makes Russia particularly vulnerable 
to restrictions on its own exports to Europe, including 
limits on exports from Russia's collapsing textile indus- 
try. 

EU officials justify the trade restrictions on the grounds 
that in Russia prices for many inputs, particularly energy, 
are still not determined by the free market. 

Chrystia Freeland, Moscow 

■ IRANIAN PISTACHIOS 

EU bars contaminated nuts 

The European Commission yesterday decided to block 
imports of pistachio nuts from Iran after inspectors dis- 
covered batches contaminated with afiatoxin Bl - a 
highly toxic substance which can cause cancer. Tbe ban 
lasts until December 15, during which time the Commis- 
sion and the Iranian authorities will attempt to resolve 
the problem. Last year the European Union imported 
$I4m of pistachios from Iran. Emma Tucker. Brussels 
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FT GUIDE TO 

INVESTMENT 

MANAGERS 

in Asia 


Expanding at a rate of 
15-25% per year, the 
investment management 
industry in Asia is one of 
die fastest-growing in 
the world. 


i nique coverage 


The FT Guide to Investment 
Managers in Asia is the only 
regional directory of investment 
managers in Asia, ft provides a 
complete listing oF 178 leading 
investment managers in Hong 
Kong, Malaysia, Singapore, 
Taiwan and Thailand. Listings 
include details oF each investment 
manager's: 

* range oF services 

* benchmark practice 

* organisation and 
international links 

■# hind and portfolio highlights 

* professional support 

* style of investment and asset 
allocation 

* main areas oF investment 


in essential referenc&Hk About the editors % 


The FT Guide to Investment 
Managers in Asia is an 
invaluable guide for all 
professionals involved in the 
investment management industry 
worldwide. 




by country 


profiles of 178 investment 
managers operating in Asia 
a ranking of the top 100 
investment managers in Asia 
extensive indices which allow 
the reader to cross-reference a 
manager's fends, professional 
contacts and support providers 
including o ranking of the top 
1 0 auditors, lawyers, 
custodians and brokers serving 
the industry 
an overview of the key 
regulatory environments in Asia 
o survey of the Aston pensions 
industry 

an analysis of the region's 
felure prospers 


The FT Guide to Investment 
Managers fn Asia has been 
compiled by RCP & Partners, a 
leading investment management 
rating agency in Geneva and 
Hong Kong. The guide is based 
on the first annuel survey 
conducted among 1 78 
investment management houses 
across Asia (excluding Japan) 
covering some US$270 billion 
worth of assets. The survey was 
conducted by RCP & Partners 
with contributions from a team 
of professional consultants 
comprising: 

* KPMG 

♦ Watson Wyatt Worldwide 

# Hedge Fund Research 

* The WM Company 
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Argentina’s 
trade gap 
grows wider 


By Ken Warn 
in Buenos Aires 

Argentina has announced a 
sharp increase in its trade 
deficit, raising questions 
about the sustainability of 
the country’s strong eco- 
nomic growth. 

Gross domestic product 
grew by 8 per cent in the 
first six months of the year, 
suc king in more imports, 
while exports faltered. 

Argentina ran a trade defi- 
cit of $518m in July, against 
a surplus of $66m in the 
same month last year. The 
country has accumulated a 
trade deficit of $i.9bn in the 
first seven months of this 
year, against a surplus of 
$5 67m in the equivalent 
period of last year, according 
to official figures published 
on Monday night. 

The sharp deterioration in 
the trade position has come 
against a background of 
strong investment-led 
growth. The economy grew 8 
per cent in the first half, 
over the same period of 1996. 
the government said. 

July exports were down 3 
per cent year-on-year to 
32.2bn. while imports surged 
17 per cent to $2.7bn. The 
worsening trade position, 
coupled with Argentina's fis- 
cal deficit, has led some local 
commentators to question 
the solidity of the current 
expansion. 

Last week ING Barings 
raised its forecast for this 
year’s current account defi- 
cit from $6.6bn to $8.8bn, 
equivalent to 2.7 per cent of 
GDP. and forecast a deficit 
ratio of 3.6 per cent next 
year - the same as in 1994, 
the year before Argentina's 

ffrmncfal r ruris 

It urged the government to 
make a more aggressive 
effort to eHminatg the fiscal 
deficit Argentina is likely to 
be hard-pressed to keep its 
1997 broad fiscal deficit 
down to the $4J>bn target 
agreed with the Interna- 


tional Monetary Fund. 

However. Barings believes 
the current account deficit 
should be sustainable, given 
the high levels of foreign 
investment and the absence 
of any external shock. For- 
eign direct investment this 
year is expected to reach 
36bn-365bn, according to pri- 
vate forecasts, against an 
annual average of $3-5bn 
from 1990 to 1995. 

“I am not concerned about 
the trade deficit,** said Radi 
Buonuome. chief economist 
at Deutsche Morgan Grenfell 
in Buenos Aires. “It is 
related to transitory condi- 
tions in the commodity mar- 
kets and strong foreign 
investment This is brin g in g 
in lots of capital goods, 
which make up more than 30 
per cent of imports." 


Strong growth 
led by 
investment 


Argentina’s export perfor- 
mance was better than it 
appeared in the headline fig- 
ures, he added. Exports were 
up 13-14 per cent in volume 
terms in the first seven 
months of this year, bat 
were hit by weak prices for 
oil and other primary prod- 
ucts. In the longer term, 
prospects for Argentina’s 
agricultural exports were 
particularly good as Europe 
and the US began deregulat- 
ing and reducing subsidies 
to their agriculture indus- 
tries, Mr Buonuome said. 

“The last four months of 
the year should look good,” 
said Christopher Ecclestone 
of brokers Interacciones; 
Argentina’s mining industry 
was due to start making a 
significant contribution to 
exports as the giant Bqjo de 
la Alumbrera gold and cop- 
per mine in Catamarca prov- 
ince began production. 


Fresh 
sign of 
robust 
economy 

By Nancy Dunne • 
in W a sh in gto n . 


US productivity grew at an 
annual rate of 2.7 per cent 
is the second quarter, its 
fastest rise in 3% years, 
while wages climbed only 
modestly, the Labour 

Department said y es te r da y. 

The revised, seasonally 
adjusted rate of non-farm 
business productivity was 
almost twice the 1,4 per cent 
rate of the first quarter. The 
productivity report mea- 
sures output per hour 
worked. 

“This report addresses 
any concerns about wage- 
push inflation . because pro- 
ductivity is growing faster 
than real wages,” said 
Charles McMUhon of Wash- 
ington-based MBG Informa- 
tion Services. " 

The report does not 
directly address the current 
controv e r s y over whether 
productivity has been under- 
estimated in the services 
sector. 

However, It seems to give 
some reassurance to the 
Federal Reserve Board, 
which has been concerned 
that low unemployment - at 
4.9 per cent in August -- 
may lead to wage p ressure s. 

Alan Greenspan, the Fed 
chairman, last week warned 
that the central bank would 
be closely watching for 
mgns of wage inflation. 

Cheryl Katz, senior econo- 
mist at Merrill Lynch, said 
higher productivity was 
allowing the economy to 
grow “at a healthy pace” 
while helping to suppress 
labour costs. “Our view tint 
the productivity data are 
underestimated is supported 
by Alan Greenspan, who 
reportedly termed the n on- 
farm productivity data ‘non- 
sense’," she said. 

Real hourly compensation 
increased 2.1 per cent in 
both the first and second 
quarter of the year. This 
is the largest increase 
since the first quarter of 
1992, when it rose 4J3 per 
cent. 
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New variant revives 
confusion over DVD 

Latest video disc on the block has unleashed a 
fresh Hollywood battle, says Christopher Parkes 


I n the past week the 
backers of the digital 
video disc have stopped 
worrying whether the new 
home entertamma nt system 
will gain wide consumer 
acceptance. 

The question is now more 
a matter of when the prom- 
ise of rich new revenues for 
Hollywood and consumer 
electronics makers will be 

Issues of market appeal 
were set aside last week 
when Walt Disney, the 
world's loading home video 
supplier, said it would join 
Warner Bros, Universal Stu- 
dios, MGM and New Tine, 
wiH start releasing ffimia on 
disc in step with the 
national US launch of DVD 
thi« autumn. 

But renewed confusion 
emerged on Monday when 
Disney,' along with Para- 
mount and DreamWorks - 
Which hart a lan hither to held 
back - threw their support 
behind a new variant at the 
DVD disc. The technology 
has been touted as the high- 
fidelity successor to the 
video cassette. 

The newcomer, known as 
Divx, claims its main advan- 
tages over standard DVDs 
are sophisticated security 
encryption to protect the 
studios and low prices to 
tempt the consumer. 

While DVD discs currently 
an sale cost about 325, Divx 
will sell for $5. But it will 


require a special player con- 
nected by a phone line to the 

mamT fa ff ta T rwr Dtvx will be 

encoded to allow the purr 
chaser a two-day viewing 
period from the tim*» the disc 
is first played. : 

After !tbat the ‘ disc will 
bec ome do rmant until it is 
reactivated - via phone line 
- for a further fee of about 
$3 for each viewing, or fix* a 
flat late of about $26 for the 
unlimited viewing offered by 
existing systems. Divx may 
also be played, but only for 
the initial two days, an stan- 
dard DVD players. 

Its rtlggrtvantag pg , at ]p§ n* 
to Warner Bn* and Toshiba, 
which, have led the original 
system’s launch, are lost rev- 
enues if customers are 
tempted to delay buying 
their new home thea- 
tres until next sparing, when 
Dtvx players and discs- are 
expected to go on sale. 

The players, to be made by 
Matsushita, Zenith and 
Thomson, will cost an esti- 
mated $100 more than exist- 
ing equipment selling for 
3500 or mare. 

According to Mr Warren 
Lieberfarb, president of 
Warner Home Video, Divx 
has “enormous downside 
potential .in terms of con- 
sumer confusion and injury 
to the trade, retailers and 
Hollywood studios”, and is 
“obsolete before its introduc- 
tion*. The options it affere 
are already available from.. 


conventional video rental 
stores, andprolifienitlng pay- 
per-view, chaxmells on cable 
’ and satellite, he says. 

. Divx’s backers counter 
that customers will no lon- 
. ger have to go to the store to . 
rent a ffhn and can switch 
the fttnr on and off at will 

The Video Software Deal- 
ers Association claims it rep- 
resents an attack on the 
country’s 30,000 video rental 
stores. Because most sales of 
video products are controlled 
by mass-market retailers, 
rental specialists' fear they 
will be cut out of the reve- 
nue stream generated by 
Divx. 

While retailers will take 
about 31 of the original 35 
disc sale juice, farther reve- 
nues from reactivation will 
go directly into the pockets 
of the technology’s owners 
amd the studios. 

In many ways, the evolu- 
tion of DVD - years of dis- 
putes over hardware technol- 
ogy standards and studios’ 
concerns over protection 
from piracy - mirror the 
tangHngg over Betamax and 
VHS which marred the 
launch in the early 1980s of 
the video recorder. 

Yet despite the outbursts 
from Mr Lieberfarb and the 
video stores, DVD’s future 
seems assured even if its 
ultimate fonn is still. foggy. 
Walt Disney, with a foot in 
both camps, is unlikely to 
emerge a loser. 
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$3.4bn award 
for train blast 

About 8,000 people who claimed they were mentally and 
physically hurt when a tank car on a train exploded most 
prove their injuries In court so a judge can determine how 
much of a J3.4bn Judgment in a New Orleans court each 
should receiva 

Five companies were ordered on Monday to pay por- 
tions of the punitive damages award, with CSX Transpor- 
tation owing the biggest chunk, $25bn. 

A lawsuit was filed shortly after the tank car paiked in 
a switching yard caught fire on September 9 1987. Butadi- 
ene, a petroleum byproduct, leaked through a faulty gas- 
ket and ignited, sending thick blade smoke into the air. 

Residmts from 200 city blocks were forced to leave their 
homes after the car started burning. Some claimed they 
suffered hreathieg and other health problems, while ath- 
as odd the fire d am aged homes and caused mental, 
anguish. 

Twenty were awarded 32m, or about 3102,000 

oqnK an August 25. The punitive damages awarded on 

Monday went to all 8,000 members of the class action law- 
snit. Defence attorneys said the plaintiffs exaggerated 

fopfr pr-n hluTTHf and ennght grrwftdvft and Unjustified fam- ! 

ages. They plan to appeaL AP-DJ, New Orleans 

■ VENEZUELA ( 

Steel sale may have curbs 

Venezuela's Congress is set to allow, the long-awaited pri- 1 
vatisation of the Sidor steel plant, but is likely to impose 
a series of r estrictions that could rebuff foreign investors. 

°T do not have any doubt that Congress will approve the 
sales. contract for Sidor,” said Luis Martinez, head of the 
bicameral congressional sub-committee studying the 
move. He expected Congress to vote on the contract in 
mid-October. 

. Yet the committee, which was to present a preliminary 
report late yesterday, suggests Imposing a series of labour 
benefits and guarantees for domestic producers. 

The most controversial clause in the proposed sales con- 
tract would prohibit the future owner from cutting the 
workforce for a year and require a subsequent two-year 
retraining and employment programme. Labour takes 
nearly a quarter of total production costs and an esti- 
mated 5 per cent of Sidoris workforce is considered redun- 
dant Raymond Coda, Caracas 

■ SENATORS’ PROPOSAL 

Move to tax tobacco deal 

Two US senators yesterday formally proposed that any 
tobacco settlement should not be tax deductible, a move 
that could cost the industry an extra JlOObn. 

Tam Harfe-i n , a Democratic senator from Iowa, and Con- 
nie Mack a Republican from Florida, said that if compa- 
nies were denied the right to deduct costs it would raise 
an extra $l00bn over the 25-year period of the settlement 
which could be used to fund medical research. 

“Tobacco companies, not taxpayers, should pay the 
price for this settlement, " Mr Mack said. “Medical 
research, not tobacco cooipanies, should benefit from thin 
settlement" 

The move is the latest sign of anti-tobacco sentiment on 
Capitol wm and further diminishes any rtianw that legis- 
lation approving the proposed $368.5bn agreement might 
be passed this year. Mark Suzman, Washington 
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Let’s see now. 

What’s a simple way for 
business people to 
understand the difference 

between the two 
companies Monsanto 
is becoming? 
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For 96 years, Monsanto has been 
known as^ one of the world’s leading chemical 


companies. But now we’re spinning off our chemical 



businesses. 


To focus on the business of 








life sciences. 


V Our commitment is to provide better food, 
better nutrition, and better health for all people. 
We’re dedicated to developing breakthrough products 
^^IglP^hat link the|fields of agriculture, food, 
flfljf and medicine. Like insect-resistant crops. And 
fr innovative treatments for life-threatening diseases. 

Monsanto, our future is 
about fulfilling people’s hopes. Hope for 
W environmentally sustainable solutions. Hope for a 
healthier planet. That’s how we’ll be growing in the 


century to come. 




Monsanto 


structure of a car can now seek to reduce vehicle more strongly and 'more me cunsuruums ■aiUT fiwn ngi ... 
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Bonds 



It’s not too often a new company has $3 billion 
in revenue, 96 years of experience, and a seasoned 


management team. So maybe 


hear more about Solutia. An applied 
chemistry company. 


Chemistry has never been approached 


with such vision. 


We start with a customer’s 


problem we’d like 


to solve, not with a product we’d like to sell 
So you might say our primary bond is not 


necessarily a chemical one, but a relationship with 


a customer. 


On the NYSE, you’ll find us under SOI. 
Anywhere else, you’ll find us solving problems 


SOLUTIA 


*, • Applied Chemistry, Creative Solutions 
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NEWS: ASIA-PACIFIC 


□ FT writers examine the impact of currency and stock exchange turbulence in south-east Asia 


MARKETS TURMOIL LIKELY TO LEAVE LASTING DAMAGE 


More than two months of turmoil in 
sooth-east Asia's financial markets 
has abated a little in the past few 
days bat the sharp currency 
depreciations and plunging stock 
markets are likely to inflict lasting 
damage and may also unsettle 
Japan, James Kynge writes from 
Kuala Lumpur. 

Economists predict slower growth 
rates in many of the region's “tiger” 


economies this year and next. 
Several bold infrastructure projects 
have been postponed or thrown into 
doubt Tumbling regional stock 
markets have rendered equity 
finance impossible for many an 
ambitions corporation. Banks are 
casting wary eyes over their loan 
portfolios, particularly in Thailand 
and Malaysia where indebtedness is 
worryingly high. 


Yesterday a measure of 
composure returned to financial 
markets as a growing number of 
currency traders and stock market 
analysts began to think the worst 
might be over, at least far a while. 

The Indonesian rupiah was 
trading slightly higher at 2JS0 to 
the US doUar late yesterday, 
compared with an earlier low of 
2,916. Malaysia’s ringgit reached a 


high of MS2.8864 to the US dollar, 
marking a recovery from a historic 
low last week of just below M$3. 

The Thai baht, which has 
depredated 27-5 per cent since it 
was floated in July, was at Bt35.45 
in late trade yesterday against 
Bt36-2 on Monday. The Philippine 
peso ended at 31.30 to the US dollar, 
slightly higher than 3L6 on 
Monday. 


Japan’s stuttering 
economy vulnerable 


Exporters get 
no help from 
slide in baht 


South-east Asia? itfie big chill 

Stock markets ; • . . . 

iNG Baings indices (rebased Sep-.l 19S2) • 

240 . . . 


Fund managers asset afJocaUorb 
to Padjffc Basin (axckKfipg^i^^;, 
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Somchai Ong-ard. a producer 

of motors used in toys and 
other gadgets, has a message 
for all the economists pre- 
dicting that Thailand’s 
devaluation will enhance the 
country's international com- 
petitiveness and lead to an 
export boom. 

“No way, Jose." says Mr 
Somchai. using a phrase he 
picked up while studying 
electrical engineering in the 
US several years ago. “I’m 
swamped with new orders 
for Christmas but there is no 
liquidity to expand." 

While reducing the price 
of Thai exports, the devalua- 
tion of the Thai baht has 
also sparked a liquidity 
crunch In the country's 
financial sector that threat- 
ens many healthy exporters. 

Economists say export 
growth, one of the keys to 
restoring confidence and eco- 
nomic stability in T hailan d, 
should be impressive but 
some warn the double-digit 
growth numbers will be dis- 
torted - 91 per cent of Thai 
exports are invoiced in dol- 
lars and thus wifi automati- 
cally grow more than 20 per 
cent in baht terms. 

Mr Somchai's working cap- 
ital was frozen in late July 
when the Thai government 
suspended 58 ailing finance 
companies. Just to pay for 
raw materials for existing 
export orders, he had to sell 
his frozen promissory note 
at a 20 per cent discount to 
an underground broker, a 
potentially illegal move 


which is why Mr Somchai 
asked that neither his real 
name, nor the name of his 
company, be used. 

On top of this, the com- 
mercial b ank which in the 
past has offered him trade 
credits in hard currency says 
it cannot proride such loans 
any more. "Banks are reduc- 
ing their loanto-deposit 
ratios even at the expense of 
margins," says David 
Connor, head of research at 
broker WX Carr in Bangkok, 
explaining why healthy com- 
panies cannot get loans. 
“For the banks, survival, not 
profit, is the issue now." 

Other leading export sec- 
tors are also being severely 
pinched. The Federation of 
Thai Textile Industries says 
the garment industry 
urgently needs around 
$100m to cover the purchase 
of raw material for export 
contracts in hand and sched- 
uled to be shipped in the 
next two to three months. 

“Should Thai exporters 
fail to fulfil their existing 
contracts it is quite realistic 
to assume that the foreign 
importers will just lose all 
confidence in the reliability 
of Thailand, and place their 
future orders in more reli- 
able competing countries," 
wrote Raymond Eaton, 
chairman of Integra Group. 
Thailand's largest garment 
buying agent and exporter, 
in a letter to the co mm erce 
minister, Naroogcbai Akra- 
sanee. "Such a scenario 
would be the death knell for 
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Will Japan's export-led 
recovery be sent into reverse 
by the Asian financial 
crisis? 

The danger is that a com- 
bination of high interest 
rates and the diminishing 
purchasing power of Asian 
currencies will cause 
regional demand for Japa- 
nese products to slump. 

Worse, cheaper imports 
from Asia could harm Japa- 
nese companies at home. 
Given that Japan's domestic 
economy is stuttering, and 
over 40 per cent of Japanese 
exports go to Asia, there are 
fears Japan’s fragile econ- 
omy could be stalled. 

The risk Is real True, the 
crisis has not affected 
Japan’s biggest Aslan trad- 
ing partners. South Korea 
and China. But Thailand. 
Malaysia, Tndnnwda and the 
Philippines have all suffered 
severely hi the crisis. 

These nations account for 
12.5 per cent of Japan's 
exports. "Japan is very 
heavily geared to south-east 
Asian exports which in the 
first half of this year were 
up 8 per cent,” said Peter 
Morgan, senior economist at 
HSBC James Capel in Tokyo. 

Over the next 12 months, 
poor demand from south- 
east Asia could knock Japa- 
nese export growth by 2 per- 
centage, points. Equally wor- 
rying. he estimated import 
growth would accelerate as 
Asian-based manufacturers 
compensated for Blower 
domestic demand by pushing 


products into Japan. Michael 
Hartnett, senior economist 
at brokers Merrill Lynch in 
Tokyo, believes import 
growth could accelerate 
- from 15 per cent to 4 per 
cent next year. 

That sort of import pene- 
tration could knock another 
' 02 percentage points off Jap- 
anese gross domestic prod- 
uct. claimed Mr Morgan. 

Some sectors are more 
exposed than others. Elec- 
tronics and semiconductor 
makers are unlikely to suffer 
unduly because 85 per cent 
of their products are re-ex- 
ported to other countries, 
especially to the US. 

But motor companies and 

other groups which have 
invested in the region to 
meet local demand could be 
hit 

Those groups that have 
borrowed in yen or dollars to 
build plants that generate 
baht cash-flow could be espe- 
cially vulnerable. Japanese 
banks have lent about 
Y10,000bn ($83bn) to the 
region, mostly to Japanese 
affiliates. 

If the effects of the crisis 
are limited to slower export 
growth and accelerating 
import penetration, then the 
Japanese economy should 
weather the storm. The big- 
gest danger is if the crisis 
affects long-term capital 
spending in south-east Asia. 

The region had been on a 
capital spending binge, said 
Mr Hartnett at Merrill 
Lynch. Between 1990 and 


1996. It had increased from 
$231bn to $915bn- If that 
slowed it could hit hard Jap- 
anese machinery exporters 
which had benefited from 
the spending spree. 

Perversely, the outcome 
depends on the Japanese 
themselves. Machinery used 
jjjj- construction and manu- 
facturing accounted for 26 
per cent of Japanese exports 
to the four countries, he 
said. Much of this was used 
by Japanese companies set- 
ting ctp or expanding facto- 
ries in Asia. 

At present, it is too early 
to see whether Japanese 
companies would postpone 
or cancel regional invest- 
ment One straw in the wind 
was yesterday’s announce- 
ment by Mitsubishi Electric 
that it planned to invest 

Y3bn in south-east Asia, 
doubling its engine parts 
over the next three years. 

But if there Is a slowdown 
in capital spending, steel 
companies, which supply the 
construction and motor 
industries, would prove par- 
ticularly vulnerable. 

South-east Asia’s currency 
turbulence is not yet critical 
for Japan. But if the crisis 
were to engulf South Korea, 
that would be serious, 
because it competed so 
directly with Japan, warned 
K?n Okamura, strategist at 
Dresdner Klein wort Benson. 
A sharp slowdown in the US 
could also prove critical. 

Paul Abrahams 


Thai garment exports," Mr 
Eaton wrote. 

About $200m from the 
Asian Development Bank, 
which could be used to help 
exporters, will not be avail- 
able before late November, 
provided the ADB can move 
at record speed and the 
Thais follow through on 


jjjgafr-W— • Source: ManB 

pledges to restructure their 
financial system. 

In the meantime, officials 
are telling exporters to turn 
to the state-owned Export- 
Import Bank for help. They 
are unlikely to get a sympa- 
thetic ear. 

"We can't do any thing spe- 
cial for them." says Pridiya- 


r- - a.. 


thorn Devakula. president of 
the FYim Rank “The liquid- 
ity problem is affecting 
everyone the same. We’re 
the same as other banks, we 
have to raise our funds over- 
seas as well. So we’ve got 
liquidity problems too." 

Ted Bardacke 


Infrastructure projects 
hit by finance turmoil 


Funds moved out, but some return 


The trickle of funds out of 
south-east Asia which 
started a year ago as it 
began to underperform 
turned into a flood over the 
summer as its financial tur- 
moil worsened. The monthly 
Merrill Lynch/Gallup survey 
of fond managers found the 
steepest drop in confidence 
came last week. 

The quarterly survey of 
330 leading fund managers 
by Micropal revealed that 
average weightings held in 
Asia fell from 47.6 per cent 
at its peak in 1993 to 36.81 
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per cent in the second quar- 
ter of this year. 

Citibank’s $l.6bn flexible 
global portfolio fund is typi- 
cal of the trend away from 
south-east Asia over the 
summer. Eric Swats, senior 
manager in charge of the 
fund, moved from an over- 
weight 7 per cent holding in 
the region last year to 3 per 
cent in February. Increasing 
uncertainty about the eco- 
nomic outlook for Thailand. 
Indonesia. Malaysia and the 
Philippines then prompted 
him to liquidate the group's 
holding at the beginning of 
July. He moved most of this 
money to Latin America and 
Russia. 

Those funds dedicated to 
the Pacific region have 
tended to shun what one 
fund manager called the 
"terrible four" - Indonesia. 
Thailand, the Philippines 
and Malaysia. Jardine Flem- 
ing Asia Emerging Market 
Trust, for instance, has cut 
its weighting for Malaysia 


from 6.8 per cent to 0.3 per 
cent since July, while Indon- 
esia has seen its weighting 
fall from 11.4 per cent to 7.5 
per cent. By contrast, the 
relatively robust economies 
of Greater China have seen 
their overall weighting 
increase from 7 to 12 per 
cent over the same period. 

Some groups, such as Hen- 
derson investor's £S5m 
($90m) Asian Enterprise 
Fund, have typically con- 
verted part of their holdings 
into cash or moved to the 
relative safety of markets 
such as Hong Kong and Aus- 
tralia. 

But nerves are still 
shaken. Richard Margo lis. a 
first vice-president in Merrill 
Lynch's equity department, 
said the experience of Hong 
Kong had shown that "there 
are no safe havens". Hong 
Kong, an open. liquid mar- 
ket. had been a “victim of its 
own success." he added. 
Fund managers have sought 
to raise funds in the terri- 


tory to cover redemption 
calls or losses elsewhere. 

Of the four, Malaysia 
appeared to have caused the 
greater upset. One senior 
fund manager said that 
while the fundamental posi- 
tion appeared better than in 
the other three, criticism of 
foreign investors by Maha- 
thir Mohamad, the premier, 
had “turned a problem into a 
crisis". Another said that his 
behaviour over the past few 
weeks had shown the insti- 
tutional basis of investment 
in the country to have been 
founded on quicksand. 

Some fund managers see 
the phoenix in the ashes, 
however. Most argue that 
the region is too important 
to ever be ignored and that 
recent troubles will be 
temporary. Mark Mobius, 
president of Templeton, one 
of the biggest players in 
emerging markets funds, 
said: “We view the sit- 
uation with deligbt. This 
has given us an opportunity 


to buy cheap stocks." 

In Thailand, for example, 
the first victim of the cur- 
rency crisis, Templeton has 
increased the weighting in 
one of its global funds from 2 
per cent to between 10 and 
12 per cent over recent 
months. “The losses mount 
as we keep buying and 
prices go down,” says Mr 
Mobius. “But we are taking 
a one to two-year view, as 
we did in Mexico." 

While few share Mr Mob- 
ius' short-term optimism 
even many of the more bear- 
ish managers believe the 
region will come through 
eventually. As Ms Heather 
Manners, a Henderson direc- 
tor. says: "This is going to 
take longer than a couple of 
months to work through but, 
that having been said, over 
time there’s going to be 
great buying opportunities." 

Jane Martinson 
and John Ridding 


Abandoned concrete pillars 
supporting a partially built 
$3.7bn road and rail system 
through central Bangkok 
provide the most visible 
monument to the havoc 
Asia’s financial crisis 
has wreaked on the 
region's Infr a stru cture devel- 
opment. 

The private sector scheme, 
sponsored by Hopewell Hold- 
ings of Hong Kong. ms all 
but doomed after sharp fens 
in the value of the baht and 
Bangkok property . 

Much of the revenue to 
repay large dollar borrow- 
ings, which still have to be 
arranged, was to have come 
from residential and com- 
mercial property develop- 
ment to be built underneath 
the elevated road and rail 
route. 

To compensate for the 
lower baht Sir Gordon Wu, 
Hopewell’s chairman, has 
sought a 15-20 per cent rise 
in previously agreed feres. 

The Bangkok development 
is Just one of a series of pri- 
vately financed infrastruc- 
ture projects threatened by 
fells in the region’s financial 
markets. Mahathir 
Mohamad, the Malaysian 
prime minister, said last 
week his government was 
delaying several schemes 
including the M$13.6bn 
($4.6bn) Bakun Dam, the 
northern region interna- 
tional airport in Kedah and 
KL Linear City - a 2km-lang 
building over a river in 
Kuala Lumpur. 


Robin Gibbons, director of 
corporate and project 
finance for BZW Asia, says: 
“There is bound to be a 
pause while governments, 
private-sector sponsors and 
lenders consider prospects 
for marginal schemes - 
some of which were already 
struggling. Some investors 
will want to renegotiate 
terms. Lending marg ins, 
which had become very com- 
petitive, are also likely to 
widen." 

Schemes under review 
include six Thai power pro- 
jects worth about $6bn. Pri- 
vate sector sponsors include 
electricity heavyweights 
such as Westinghouse, 
Bechtel, Marubeni and 
PowerGen, which have 
agreed to provide 5.472MW of 
power by 2003 at prices 
lower than the power 
would cost the state Elect- 
ricity Generating Authority 
of Thailand (Egat) to pro- 
duce. 

“Prices were extremely 
attractive and very competi- 
tive which put a lot of pres- 
sure on all parties - the 
turnkey contractor, financial 
backers and shareholders," 
says Richard MacGeorge. 
director for prqject finance 
at HSBC Investment Bank 
Asia, advising one of the 
independent producers. 

Developers, which based 
their bids on an exchange 
rate of Bt25 to the US dollar 
Instead of about Bt35 cur- 
rently, have demanded that 
Egat renegotiate power pur- 


chase agreements so new fin- 
ancing can be obtained. 

Egat accepts that the 
agreements need to be 
changed. Siridat Glank- 
wahmdee, Egat's assistant 
governor for policy and plan- 
ning, says: "Even with a 
lower demand growth projec- 
tion (because of felling eco- 
nomic growth) we will have 
an electricity shortage with- 
out the independent power 
producers.” 

It has proposed adding an 
“availability payment” 
indexed to take into account 
the fixed cost of investment 
in dollar terms. Producers, 
however, say this does not 
push enough foreign 
exchange risk on to Egat 

Bankers and industrialists, 
however, argue that Asia 
will remain a massive mar- 
ket for infrastructure invest- 
ment. 

Blue Circle, Britain's larg- 
est cement manufacturer is 
a joint venture partner in a 
new £175m ($28Dm) cement 
kiln which will double 
capacity at the Kan than 
works near Ipoh on the 
Malay peninsular. It says 
there would be more than 
enough demand to take up 
the new capacity even if 
Malaysia recent average 
annual GDP growth of 8 per 
cent was to slip to 3V4 per 
cent during the next four 
years. 

Ted Bardacke and 
Andrew Taylor 


Canberra asks Daiwa about crime links [Hindus charged 


By Elizabeth Robinson in Sydney 
and Gwen Robinson in Tokyo 

John Fahey. Australia’s finance 
minister, bas asked Daiwa Australia, 
one of the lead managers of the 
forthcoming Telstra float, to explain 
its position in relation to reports of 
links between its parent company 
and corporate racketeers in Japan. 

The move follows Japanese media 
allegations that Daiwa Securities, 
the Australian broker's parent, was 
illegally involved in payments to 
sokaiya, or racketeers who extract 
money from companies in return for 
not revealing sensitive information. 

Daiwa Australia was named in 


March as one of the lead-managers 
for November’s float of Telstra, the 
Australian telecommunications com- 
pany. The finance ministry con- 
firmed yesterday it had "sought an 
explanation of allegations made in a 
Japanese newspaper". However. Mr 
Fahey said: “It would be improper 
and premature to speculate about 
possible action by the Common- 
wealtb [federal government] until 
the tacts of the matter are known." 

The float of one-third of Telstra is 
expected to yield more than ASlObn 
fiJSS7.2bn) in one of the world's big- 
gest privatisations next year. Daiwa 
was among five lead-managers 
named in March and has responsibil- 


ity for selling the shares outside 
Europe and the US. Total broking 
fees for the Telstra float are put at 
AS125m. Daiwa Australia was not 
available for comment yesterday. 
Nor has its parent publicly com- 
mented on allegations it was 
involved in the illegal dealings 
although in July it confirmed that 
sokaiya had owned shares in the 
company. 

Leading newspapers in Japan 
reported that Tokyo prosecutors had 
extended investigations to Daiwa 
and Nikko securities houses on sus- 
picion that they, as well as Nomura 
and Yamaichi, made payments to 
Ryuichi Koike, a sokaiya racketeer 


and the central figure in the scandaL 
Both Nomura and Yamaichi have 
admitted to illegally transferring 
profits to accounts related to Mr 
Koike. Canberra's moves refect the 
same kind of concerns over corpo- 
rate scandal that prompted big 
Nomura clients to cancel contracts 
to lead m ana g e and unde r w rit e stock 
and bond issues. 

Executives of Nomura Securities 
and Dai-lchi Kangyo Rank have 
already admitted making illegal pay- 
offs to Mr Koike, and prosecutors 
confirmed last month that they were 
also investigating Yamaichi Securi- 
ties on suspicion of illegally paying 
Mr Koike Y79m (8652,000). 
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Asia needs to invest more 
than $50bn a year for the 
rest of this decade to realise 
its ambitions for the power 
industry, according to Mar- 
: ketLine International, an 
independent market 
research company. 

It expects demand for elec- 
tricity to double between 
1995 and 2010 with total 
installed capacity set to rise 
to 1,344 gigaw’atts (GW) from 
650GW in 1995. 

This expansion in electri- 
cal capacity requires invest- 


ment of over S250bn between 
1996 and 2000, much of 

which will have to be pro- 
vided by private finance. 

“With the public sector 
having Insufficient funds to 
bear this huge investment 
burden, the input of capital 
from the private sector is 
going to be a critical compo- 
nent if demand is going to be 
satisfied," MarketLine said 
in a new study of the indus- 
try. 

However, the turmoil in 
Asian financial markets has 
cast a cloud over foreign 
involvement in the indus- 


try's expansion plans. Malay- 
sia has been forced to scrap 
the $l3bn Bakun hydro elec- 
tric scheme, while a sharp 
fall in the Thai baht has 
raised concerns about Thai- 
land’s plans to expand its 
power sector. 

Mr Riccardo Nocivelli, 
industry analyst at Marke- 
tLine, said: “The currency 
devaluations in some coun- 
tries might affect foreign 
investment in the short 
run until confidence is 
restored.” 

Some countries had been 
less successful than others 


in rea l i sin g their expansion 
plans for the power Industry. 
India said in 1993 it wanted 
to add 48GW of capacity to 
Its system by 1997, but only 
added 12.5GW. 

However, many countries 
had kept to their develop- 
ment plans. During the past 
decade electricity demand, 
and installed capacity in 
Asia had grown faster than 
the economy. MarketLine 
expected this trend to con- 
tinue in the early years of 
the new millennium 

However it underlined the 
need for restructuring and 


privatisation of Asian elec- 
trical systems if the region 
was to satisfy its infrastruc- 
ture requirements. 

"Methods used for private 
sector involvement vary 
throughout Asia, although 
certain countries are still 
wary of private participation 
In their power Industries, or 
of privatising state assets, 
but are still pursuing struc- 
tural reforms.’’ it said. 

“However, the majority of 
countries have accepted that 
the only way forward 
towards industrialisation is 
to allow foreign ownership.” 


By Marie Nicholson 
in Now Delhi 

Nearly 50 of India’s senior 
Hindu politicians and reli- 
gious figures were yesterday 
charged with conspiracy and 
incitement to rioting for 
their alleged role in the 1992 
sacking of the Babri Masjid 
mosque at Ayodhya by thou- 
sands of Hindu zealots. 

The 49 accused, who face 
jail sentences if found guilty, 
include senior leaders of the 
Bharatiya Janata party. 
India’s parliamentary oppo- 
sition and biggest party, 
among them LuK. Advanl, 
party president 

The charge follow a five- 
year investigation by the 
Central Bureau of Investiga- 
tion, India’s central criminal 
agency, and are the most 
serious to arise directly from 
the destruction of the 
mosque on December 6 1992 
in the holy north Indian 
town of Ayodhya by thou- 
sands of Hindu zealots. Hin- 
dus claim the mosque, which 
had long been closed, bad 
been built on the site of the 
birthplace of the Hindu god 
Ram. 

The act sparked India’s 
worst outbreak of nation- 


wide inter-religious violence 
since partition, leaving up to 
2.000 people dead. 

.Ihe BJP said it would seek 
a legal opinion on the crimi- 
nal charges, which it called 
a “political issue”. The 
accused must appear before 
a special court in Lucknow, 
capital of Uttar Pradesh 
state, on October 17 to enter 
pleas. 

They Include Bal Thack- 
eray, outspoken head of Shiv 
Sena, a militant and extreme 
Hindu nationalist party 
which shares power with the 
BJP in Maharashtra state, 
along with leaders of other 
semi-political Hindu group- 
ings. 

The charge document 
alleges that the destruction 
of the mosque was a conspir- 
acy planned and backed by 
the state's then BJP govern- 
ment, along with other 
senior BJP and religious 
leaders. 

The charges, placed before 
a court in Lucknow, 
included criminal conspir- 
acy, rioting, fostering reli- 
gious hatred and harming a 
place of worship. 

- BJP leaders have denied 
any direct role in the ran- 
sacking of the mosque. 
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NEWS: UK 


Move follows decision by leading brokers to route trades through cheaper rival market TraHpppint 


UK NEWS DIGEST 


Stock Exchange to cut charges by 60% 


By George Graham, 
Banking Erfitor 


The London Stock Exchange 
yesterday announced plans 
to cut its dealing charges by 
tJO per cent, just weeks after 
three of the four leading 
inter-dealer brokers said 
they would route their 
trades through the rival 
Tradepoint market because 
the Exchange's prices were 
too high. 

The Exchange will intro- 
duce its reduced tariff on 
October 20. when its new 
electronic order book is due 
to take over as the principal 
channel for trading the larg- 


est shares, if the London 
electronic order book 
achieves the same results as 
similar systems overseas, 
trading volumes could 
increase sharply, so the 
Exchange's net income is 
expected to remain stable. 

“The whole way these top 
stocks will trade will change, 
so the amount of money we 
raise should be broadly simi- 
lar," said Gavin Casey, the 
Exchange's chief executive. 

But Mr Casey denied the 
move was a response to Tra- 
depoint's deal with the inter- 
dealer brokers, who act as 
middlemen allowing market- 
makers to trade anony- 


mously with each other. 

The IDBs which have 
bought stakes in Tradepoint 
- Tullett & Tokyo. First 
Equity and United Braking - 
are not expected to chang e 
their plans to route trades 
through the rival electronic 
exchange, even though the 
new Exchange rate card will 
be slightly lower. 

“If we hadn't done the 
Tradepoint deal, the Stock 
Exchange would never have 
altered its charges." said one 
IDB- 

The Exchange had always 
intended to review its pric- 
ing. but bad wanted to leave 
its rates unchanged until it 


saw the trading patterns on 
the new electronic system. 

Mr Casey said yesterday 
that some of the largest 
equity dealers had convinced 
it that clarity about the pric- 
ing structure would help to 
get the order book off to a 
good start. 

Besides cutting its price 
for trading on the new order 
book from £0.15 to £0-06 per 
£1.000, with a maximum pf 
£10 per deal, the Exchange Is 
to reward dealers who pro- 
vide liquidity to the market 
by putting their orders up on 
the screen. Charges will be 
levied for executing deals, 
not for placing orders. 


Testing of the new system 
began last Sunday, and 
although the Exchange said 
It was very happy with the 
results, not all members 
were equally pleased. 

Reuters, the information 
Services group, which is pro- 
viding links to the system 
for about 60 small and 
medium sized brokers, con- 
firmed yesterday that U had 
been unable to connect to 
the Stock Exchange system 
and had thus been unable to 
conduct any testing. 

Mr Casey said the 
Exchange would rather turn 
up problems or negative 
feedback before the system 


Blair urges 

unions to dump n 
old habits ' 


By Robert Peston and 
Robert Taylor in Brighton 


Tony Blair, the prime 
minister, yesterday urged 
trade unions to discard their 
image as opponents of suc- 
cessful business and join 
him in a "03110031 crusade" 
to improve the UK's competi- 
tiveness. 

Mr Blair told delegates at 
the annual meeting of the 
Trades Union Congress they 
would be "betraying" the 
country if they failed to 
"make Britain a country 
where people want to set up 
and expand". 

The first Labour prime 
minister to address a TUC 
conference for two decades 
was given a polite rather 
than rapturous reception, as 
he dashed delegates' hopes 
that they would have greater 


sway over Him than the busi- 
ness sector would. 

Mr Blair told unions to 
become more democratic 
and stressed that their influ- 
ence with him was not 
"determined by anything 
other than the persuasive- 
ness" of their argument. 

Labour would not allow a 
return "to the days of indus- 
trial warfare, strikes without 
ballots, mass and Dying pick- 
ets, secondary action and all 
the rest". Mr Blair said the 
“national purpose" was “to 
build the most educated, 
skilled, adaptable and cre- 
ative country in the western 
world". The days of “heavy 
handed state intervention, 
nationalisation, industrial 
conflict" were over, he said 
amid a stony silence. 

However, he confirmed 
that the government would 



Ngl Bin 

John Monks, TUC general secretary, and Archbisop George Carey at yesterday’s meeting 


make good Labour’s mani- 
festo commitment to give 
employees the right to union 
representation if a majority 
in a workforce wanted this . 

Mr Blair set two hurdles 
prior to legislation: "Agree 
as much as possible with 
employers and let there be 
genuine dialogue to resolve 
potential problems". 

The prime minister 
pleased delegates by saying 
that part-time employees 


would be given the same 
rights as full-time workers. 
• The Archbishop of Can- 
terbury was yesterday 
accused of hypocrisy for tell- 
ing the TUC employers 
should recognise unions, 
while the Protestant Church 
of England, of which the 
archbishop is head, refuses 
to allow unions to bargain 
on behalf of its clergy. 

Roger Lyons, general sec- 
retary of the white-collar 


MSF union, said nig union 
had recruited more than 400 
clergy but had tried unsuc- 
cessfully to secure recogni- 
tion rights. In July the Court 
of Appeal upheld the CofE's 
contention that clergy work 
for God, not the church, and 
are office-holders, not 
employees, so have no pro- 
tection In employment law. 
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Road to 
reserved 


palace may be 
for Diana throng 


London link for 
Clinton advisers 


By Clay Harris and 
John Wfflman In London 


The Royal Parks Agency in 
London is preparing for a 
possibly permanent “pilgrim- 
age” to Kensington Palace 
and other points along the 
route of the funeral proces- 
sion of Diana. Princess of 
Wales. 

It could require changes to 
the design of the royal parks 
involved - Kensington Gar- 
dens, Hyde Park, Green Park 
and St James's Park - and 
lead to pressure to close the 
Mall to traffic permanently 
as a memorial to Diana. The 
Mall is the road which leads 
from Trafalgar Square to 
Buckingham Palace. 

Visits by mourners to lay 
Dowers and to read tributes 
- their numbers swelled by 
sightseers - may have 
reached 3m on Sunday, 
exceeding the more than lm 


people estimated to have 
been present during Satur- 
day’s funeral. Many 
appeared to be retracing the 
entire 5Vakm route, visiting 
all four “shrines" which 
have sprung up at Kensing- 
ton Palace. Buckingham Pal- 
ace. St James's Palace and 
Westminster Abbey. 

Weekdays have seen little 
abatement. The parks 
agency estimated that at one 
point yesterday morning. 
40,000 people were gathered 
at Kensington Palace, where 
books of condolence will 
remain open 34 hours a day 
at least until next Monday, 
with another 15.000 in front 
of Buckingham Palace. 

The parks agency esti- 
mates that 10.000 tonnes of 
Cowers and other tokens 
have been deposited at the 
London palaces. Any of the 
hundreds of teddy bears or 
other stuffed toys left at the 


shrines which are in usable 
condition will be distributed 
by the Women’s Royal Vol- 
untary Service. 

No decision has been made 
about whether tributes and 
books of condolence will be 
gathered into one place, or 
left for each town or cathe- 
dra] to create its own local 

memorial. 

• Companies Involved in 
the corporate image business 
offered their services in 
establishing an official logo 
for merchandise commemo- 
rating Diana's life. 

Sampson Tyrrell, corpo- 
rate identity wing of WPP, 
the marketing services 
group, volunteered to design 
a logo for her memorial 
trust. The Institute of Trade- 
mark Agents offered to regis- 
ter it as a trademark world- 
wide to limit its use to 
memorabilia offering a share 
of the proceeds to the trust 


By John Gapper, 
Media Ecfitar 


Three leading political 
pollsters and campaign 
strategi sts who helped with 
the elections of Tony Blair, 
the prime minister, and Bill 
Clinton, the US president, 
are forming a London-based 
consultancy to advise large 
companies. 

James Carville and Stan 
Greenberg, who were Instru- 
mental in Mr Clinton’s 1992 
election, have joined Philip 
Gould, who was a campaign 
strategist for the Labour 
party during the general 
election campaign to estab- 
lish the business. 

The three men will own 
the firm jointly with NOP 
Research, the opinion poll- 
ing group owned by United 
News and Media, and are to 
announce the initiative 
today. They intend to build 


on work done by Mr 
Greenberg with US corpora- 
tions. 

Mr Carville and Mr Green- 
berg, who pioneered the 
polling of voter “focus 
groups’* in the US to help 
the Democractic party with 
its effort to reform its 
strategy and image, have 
since worked with 
political parties around the 
world. 

The consultancy - to be 
called Gould-Greenberg- 
Carville-NOP - is among the 
first to adapt political tech- 
niques to ensuring compa- 
nies can modernise. Its 
founders believe political 
methods are increasingly 
applicable in business. 

Mr Greenberg is to spend 
a week each month working 
in London. Mr Carville, who 
acts as an informal adviser 
to Mr Clinton, is to work 
mainly from the US. 
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goes live, but suggested the 
problems were not necessar- 
ily at the Exchange’s end. “If 
something goes wrong, it's 
not automatically our fault." 
he said. 

The London market at 
present is based on market- 
makers quoting prices on 
screen, with deals executed 
over the telephone. Because 
the xnarketmakers commit 
their capital, they have left 
the spread between buying 
and. selling prices relatively 
wide to cover the risk they 
are running. London spreads 

average 0.6 per cent, com- 
pared with 0.1-0.15 per cent 
in other European markets. 


Inflation up as 
rate rises bite 


Fiat wins 
tilting 
trains 
contract 


The rate of inflation reached its highe st leve l for two 
years las t month, after increases in interest, rates 
intended to slow down the economy led to higher mort- 
gage payments- , , . . . 

Tony Blair, the prime minister, yesterday apologised for 
the series of interest rate increases, but said a delay 
would have been worse In the long term. “We learned m 
the 1990s the cost of delay in acting on interest rates - 
♦hQiwands erf lost homes and lost businesses. We don’t^ 
want a return to the days of IS per cent interest rates, he 
said. 

The annual increase in the Retail Price Index rose to 3J> 
per cent in August, the Office for National Statistics 
announced, the highest level since September 1995. The 
annual increase in July was 3.3 per omit. The ON5 said 
the effect of the July rise in interest rates set by the Bank 
of England, the UK central bank, was passed onto many 

consumers last month, and accounted for the bulk of the 
in the index between July and August 

However, the underlying rate of inflation showed a 
more encouraging trend. Excluding mortgage interest 
payments, the annual underlying rate fen during August 
thanks to lower food prices. The underlying rate was 
IB per c ent las t month, compared with 3.0 per cent in 
July. Rickard Adams, London 


■ PERSONAL FINANCE 

Watchdog chief to stand down 


By Charles Batchelor, 
Transport Correspondent 


Tilting trains made by Fiat 
the Italian vehicles group, 
will come Into service 
between London, Newcastle 
and Edinburgh in 2000 under 
a deal signed yesterday. 
They will be the first tilting 
trains on the UK network 
since the unsuccessful trial 
of British Rail's advanced 
passenger train in 198L 

Fiat's Pendolino tr ains are 
in use in Italy, Switzerland 
and Sweden but will require 
modification to fit tunnels 
and bridges in the UK. 

Two of the new Italian- 
built trains, costing about 
£15m ($24-5m) each, will be 
introduced on the main east 
coast rail line by Great 
North Eastern Railway. An 
outline agreement has been 
reached between Fiat Ferro- 
viaria. the leading world 
manufacturer of tilting, 
trains, and the Sea Contain- 
ers shipping group, parent 
company of GNER. 

The electrically powered 
trains are capable of speeds 
of more than 225kph anrf are 
expected to cut the London- 
Edinburgh journey time 
from four to 3y« hours. 
GNER faces tough competi- 
tion on its long distance 
routes from air lines . 

Tilting trains sense the 
approach of corves on the 
route and lean into them so 
they can run at higher 
speeds without the need for 
substantial modifications to 
the track. Sea Containers 
has taken out options on a 
farther six tilting trains if 
the government grants an 
extension of its existing 
seven-year franchise. 

Richard Branson’s Virgin 
Group plans to introduce 40 
tilting trains on its west 
coast main line between 
London and Scotland and 
has sent out tenders inviting 
bids from 10 companies, 
including Fiat, Adtranz, GEC 
Alsthom and Bombardier. 

The GNER order is the sev- 
enth new rolling stock con- 
tract to be placed in the past 
12 months. 


Ms Colette Bo we, chief executive of the Personal Invest- 
ment Authority, the watchdog for the private investor, 
yesterday ruled herself out of the running for a to p Job at 
NewRo, the new fimmrial regulates-, and said she would 
leave the PIA at the end of the year. 

PIA is one of the regulators which will be merged into 
NewRo. It is understood Ms Bowe felt any position at 
NewRo would not combine the regulatory and manage- 
ment functions involved in her present job and could 
therefore be less challengin g. 

Mr Bernard Jones, chairman of the Independent Finan- 
cial Advisers Association, said: “I think this was inevita- 
ble. Ever since the government announced it was going to 
set up one regulator, I think her job was on the line. It 
wants to clear oat the old regime and bring in a fresh 
one." Christopher Broum-Humes, London 


POWER GENERATION 


Progress on tapping son’s energy 


Nuclear fusion researchers expect to pass a milestone this 
month on their long quest to harness the power of the sun 
for electricity generation on earth. 

Derek Stork, a senior scientist at the Joint European 
Torus fusion research reactor near Oxford, said Jet was 
about to carry out its first full-power run. 

This is expected to generate more than 10MW of power 
for several seconds, as two forms of hydrogen - deute- 
rium and tritium - fuse together in a superheated gas 
plasma at 200m deg. Clive Cookson, Leeds 


FARMLAND 


Strong sterling hits prices 


| The value of commercial farmland will fall sharply over 
the next two and a half years as the impact of sterling’s 
strength feeds through into the land market Savills. the 
pro pert y consultant, says today. According to Savills, the 
average value of vacant possession farmland with no resi- 
dential element will fall by 19 per emit by the end of 19% 
from Its peak in spring this year. But strong demand from 
outside the fanning sector for rural properly will limit the 
drop in the average value of all vacant possession form- 
land to 15 per cent over the period. Farmland values, 
which have risen 87 per cent since 1992, would begin to 
grow again after 1999, Savills said. Most agricultural sec- 
tors are experiencing a dip in profitability this year 
because sterling's strength has reduced the competitive- 
ness of UK produce and cut the value of Ecu-based subsi- 
dies for UK formers. Alison Maitland. London 


ETHNIC MINORITIES 


Centre for global trade launched 


The Global Trade Centre, a one-stop shop for ethnic 
minority businesses in London, was opened yesterday to 
promote trade with Africa and the Caribbean. Moazzam 
Malik, GTC director, said: “Rather than seeing ethnic 
minorities as a business problem, the GTC intends to 
build on the advantages of their language, culture and 
links to generate trade with their countries of origin." In 
greater London. 44 per cent of tire population are from 
ethnic m in o ri ties. Simon Buckby, London 
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The former prime minister's intervention has not alarmed campaigners for a Yes in tomorrow’s referendum 

Thatcher tells Scots to vote No to devolution 


By James Buxton In Edinburgh 

Baroness Thatcher, who was 
Conservative prime minister from 
1979 to 1990. yesterday urged 
Scots to reject the Labour govern- 
ments plans for a Scottish parlia- 
ment with tax-raising powers. She 
said a Yes-Yes vote for the two 
questions in tomorrow's referee 
dum would put the survival of the 
UK in danger. 

In an article in The Scotsman 


newspaper she wrote that a Yes 
vote in favour of the parliament 
and a Yes to giving it tax-raising 
powers might “stir up a resentful 
English nationalism which would 
damage Scotland by questioning 
arrangements that the Scots 
themselves take for granted". 

The intervention of Lady 
Thatcher, one of the most unpopu- 
lar figures in recent Scottish his- 
tory. delighted campaigners for a 
Yes-Yes vote. The Scottish 


National party, which regards the 
Yes-Yes vote as a step towards 
full independence, pointed out 
that in the 1980s Lady Thatcher 
introduced the deeply unpopular 
poll tax in Scotland a year before 
doing so in England. 

“Thatcher has brought the 
already tottering No-No campaign 
crashing down," said Mike Rus-. 
sell, the SNP's chief executive. 

William Hague, leader of the 
Conservative party, warned in 


Scotland yesterday that the cre- 
ation of a tax-raising parliament, 
would bring "enormous disap- 
pointment and disillusion". It 
would “destroy jobs, drive away 
investment, make Scotland poorer 
and strike at the heart of the 
United Kingdom". 

Peter Mandelson, minister with- 
out portfolio in the Labour gov- 
ernment and a close associate of 
Tony Blair, the prime minister, 
said Mr Hague was being 


-upstaged by the haunting 
shadow of Lady Thatcher". 

Pro- devolution campaigners 
were boosted yesterday by an 
opinion poll which showed the 
majority in favour of a double Yes 
vote. The survey by Mori, the poll- 
ing organisation, far Scottish Tele- 
vision put support for devolution 
at 67 per cent, with 22 per cent 
against and 11 per cent undecided. 
On the question of tax-raising 
powers. 51 per cent were in 


favour, 32 per cent against and 17 
per cent undecided. 

The Yes-Yes campaign received 
a further boost when Sir Angus 
Grossart, chairm an of the Edin- 
burgh merchant bank Noble Gros- 
sart and one of the most Influen- 
tial figures in Scottish finance, 
said he backed a tax-raising par- 
liament. Brian Souter, chairman 
of Stagecoach, the Perth-based 
bus and train company, also 
backed devolution. 


Affluent north-east 
may overcome doubts 


Business in Wales divided 

Opinions differ over economic and political merits of regional assembly 


N orth-east Scotland 
has not been 
renowned in the past 
for its enthusiasm for devo- 
lution. If campaigners for a 
double Yes in answer to the 
two questions in tomorrow's 
referendum succeed here, 
they will succeed in most of 
the country. 

Grampian region, which 
groups oil-rich Aberdeen 
with farming and fishing 
communities, voted No at 
the last referendum in 1979. 
along with other regions in 
the far north and south of 
Scotland. Only 48.3 per cent 
voted in favour in Gramp- 
ian; turnout, at 57.9 per 
cent, was the lowest on the 
Scottish main land. 

Will it be different this 
time? "The mood hasn't 
changed bnt the voting 
might well," says Michael 
Dyer, lecturer in politics at 
Aberdeen University. “I 
would be very surprised if 
the north-east says no to the 
first question on establish- 
ing a parliament, but less 
surprised if it says no to the 
second question on tax. 
There is a great suspicion of 
politicians from Scotland's 
central belt [the densely 
populated area which 
includes the chief cities of 
Glasgow and Edinburgh j." 

That is an understate- 
ment. Many in Scotland's 
north-east view the central 
belt with as much horror as 
people in Glasgow and Edin- 
burgh view the UK national 
parliament at Westminster. 


“Suspicion of the central 
belt is rational because the 
north-east is prosperous," 
says Mr Dyer. “In the parlia- 
ment's priorities the 
north-east will not have 
much moral claim when it 
comes to social justice. You 
would expect resources, if 
anything, to be removed to 
west-central Scotland." 

Jack Dempsey, leader of 
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the Conservative party 
group on Aberdeen C-ity 
Council, complains of a 
“central belt mafia". He 
says: "It's the same if you 
are in a bowling club or a 
tennis dab. If you go to 
national meetings you are 
on a loser before yon get 
there. The central belt 
people all talk beforehand 
and decide the line." 

Business is suspicious too. 
A Scottish Chambers of 
Commerce survey showed 76 
per cent of businesses feared 
tbat a double Yes vote 


would worsen the business 
clima te. They were worried 
about tax and the possibility 
a Scottish parliament would 
return business rates to 
local council control. 

James Wyness. a labour 
councillor and former Lord 
Provost of Aberdeen, 
believes the north-east will 
vote Yes-Yes, and that a par- 
liament will achieve much 
because Scottish members 
would be more sensitive to 
the region's needs than 
those at Westminster. 

A similar paint was made 
by Alex Salmond, the Scot- 
tish National party leader, 
last month. "The north-east 
currently has nine seats out 
of 659 in the [House of] 
Commons, little over one 
per cent. But oneeigtath of 
the members of a Scottish 
parliament will represent 
north-eastern seats . . . The 
north-east will be the power- 
house of the Scottish parlia- 
ment, which will ensure the 
whole region benefits." 

A lot has changed since 
1979 - not least the fact that 
the Labour party, badly split 
then, has silenced most of 
its doubters. But will the 
voters turn out? A straw 
poll of shoppers in Aber- 
deen's busy Bon Accord cen- 
tre suggested a high propor- 
tion firmly intended to vote. 

Brian Groom 
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T he Welsh business 

community has 
doubts about the mer- 
its of the government's pro- 
posals for a national assem- 
bly in the region. But its 
members are united in 
expecting the plan to win 
public approval 
Some businesspeople think 
an assembly will raise the 
profile of Wales and help it 
attract European Union 
grants. South Wales has 
been one of the UK's most 
successful areas in attract- 
ing inward investment, but 
the rural centre and north 
continue to suffer from 
depopulation, and lack of 
infrastructure. Others fear 
the body will prove to be a 
powerless extra layer of gov- 
ernment Nearly all foresee a 
Yes vote in the referendum 
asking whether people want 
the assembly, which will 
take place on September 18. 

This conviction contrasts 
sharply with the vigorous 
rejection by business of a 
proposal by the previous 
Labour government in 1979 
to create an assembly. Then 
the Confederation of British 
Industry, tbe biggest UK 
employers' lobby, funded a 
successful all-party cam- 
paign against the plan. 

But business opposition 
has crumbled. A recent CBI 
Wales poll showed a a small 
majority of its members sup- 
ported the present proposals. 
The split in its r anks has 
forced the CBI to remain 
neutral, even though it sees 
the assembly’ as an extra tier 
of bureaucracy which would 
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South Wales has proved a magnet for Inward investors, although the north and rural 
centre remain disadvantaged. Many hope the assembly will father raise the region's profile 


slow down decision-making. 

It acknowledges that its 
doubts have been overridden 
by tbe political arguments 
for setting up a publicly 
accountable body to spend 
the annual budget or £7bn 
(Jll.4bn) spent by the gov- 
ernment's Welsh Office. 
"From an economic view- 
point we don't see it [the 
assembly] as necessary,” 
says Elizabeth Haywood, 
director of CBI Wales. “That 
doesn't necessarily mean 
that on the basis of democ- 
racy there aren't valid argu- 
ments for it" 

David Davies, an adviser 
to the CBI, says two main 
themes have emerged from 


its research: “The prime 
advantage they [companies] 
saw was that it would 
improve the image and 
impact of Wales in Europe. 
Their concern is they don't 
want the Welsh assembly to 
be like local government" 

Paul Weston, associate 
director of the branch of 
Greig Middleton, the stock- 
broker, at Colwyn Bay in 
north Wales, says: “A Yes 
vote will increase in the out- 
side world an awareness that 
Wales does eiist," he says. 

Drew Nelson, managing 
director of Epitaxial Prod- 
ucts International, a semi- 
conductor manufacturer, 
says the assembly could play 


an important role in improv- 
ing education and tr aining . 
He says many companies in 
the rapidly growing high- 
technology sector, a magnet 
for inward investment, have 
been badly hit by tbe lack of 
suitably trained workers. 

However, he reflects a 
common concern that the 
assembly would* devote too 
much attention to inward 
investment. He says: “We 
are short of inriigonnnn man- 
ufacturers. Inward invest- 
ment is dearly good for the 
local economy in the long 
term but in the short term it 
can be devastating." 

Michael Peel 


Tougher 
hygiene 
rules 
ahead for 
abattoirs 


By Anson Maitland 
in London 

Tough action by meat plants 
to improve hygiene and 
safety in the wake of the 
“mad cow" and e.coli crises 
are due to be announced 
today by Jack Cunningham, 
agriculture minister. 

Abattoir Industry leaders 
have agreed to press for the 
voluntary introduction of 
the Hazard Analysis and 
Critical Control Point sys- 
tem in avety slaughterhouse 
in the country. 

The system operates in 
abattoirs In Australia. Tbe 
aim would be to adopt it 
across the UK by the end of 
1998. 

It involves identifying dan- 
ger points in slaughtering 
and processing where meat 
could become contaminated. 
These include the arrival of 
dirty animals from farms, an 
issue on which new safety 
guidelines are being devised. 

“Tbe industry has realised 
that if they don’t do some- 
thing voluntarily, there’s 
every chance it will be 
imposed on them." said a 
government official “They’ll 
now have to show they’re 
committed to it and imple- 
menting it" The new mea- 
sures will be monitored by 
the government’s Meat 
Hygiene Service. 

The agreement was negoti- 
ated by an industry-govern- 
ment working group set up 
in the spring when the Pen- 
nington report was pub- 
lished on the lessons for 
slaughterers and butchers of 
the e.coli 0157 food poisoning 
outbreak last year. 

The outbreak in central 
Scotland killed 20 people. 
Three new cases were 
reported in the area last 
weekend. 

A new report on last year's 
outbreak, by Jean Shaoul of 
Manchester University and 
Richard Schofield of Bolton 
Business School, concludes 
it resulted from a drive for 
profits in the food industry. 
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17 & 18 November 1997, Mount Royal Hotel, London 

Conference Theme Include: 


• Energy liberalisation in Europe — the coming 
revolution? 

• Exploiting the synergies between gas and electricity: Is 
conversance a long-term trend? Will the 'Anglo-Saxon' 
model be replicated in Europe? 

• Energy trading on a global basis — the hallmark of the 
global utility for tbe future. 

• Mufti-utilities — adding value For customers? 

• What are the options for utilities in terms of new 
services ‘beyond the meter*? 

• Competition and regulatory issues in the trend towards 
multi-utilities. 

• Do utilities endanger brands in the pursuit of the 
'super utilitiy'? 

• Investor view of the multi-utility: Will they support 
these structures? How will they be valued? 

Confirmed Speakers Include: 


Mr Ian Robinson 

Chief Executive 

ScottrshPower 

Mr James T Hackett 

Group President, Energy Services 

Duke Energy Corporation 

Mr Roy Gardner 

Chief Executive 

Centrica pic 

Mrs Elizabeth France 

The Data Protection Registrar 

Mr Philip Lambert 

Head of Oil and Cos 

Drcsdner Klein wort Benson 

Mr Graham Ward 

Partner, Deputy Chairman. World Energy Group 

Price Waterhouse 

Mr Richard Coldwcll 

Head of Government and Overseas Relations 

The National Grid Company pic 

Professor JohnH Chesshirc 

Science Policy Research Unit 

University of Sussex 

The organisers reserve the right to alter the programme os may be necessary 

In association with International Gas Report and Power in Europe 
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i«u, Princess of 
( Wales, was a 
beautiful, if 
confused, woman 

- who should never 

have married Prince Charles. 
Thanks to her good looks and her 
position she became the most 
photographed w oman j a the 
world. She delighted in 
co mmandin g the limelight One 
of •.ta* instincts was to comfort 
the afflicted. She had an 
endearing desire to rise her high 
social standing to do good, as in 
her campaign against landmines. 
It tob shocking and sad when she 
■ was killed in a Paris road 

accident at the age of 36. 

Does any of this explain or 
excuse what happened to British 
broadcasting last week? AH sense 
of proportion was abandoned. All 
the BBC’s networks, television 

and radio, were either 
monopolised by this single item, 

or changed by it, ont of an 

recognition. Though Radio 5 was 
devel oped with the express 
purpose of carrying con tin u o us 
news when major events occur, as 
soon as the archetypal event did 
occur, the BBC decided that the 
public (apart from listeners to 
Radio 1) should be denied choice 
oh its radio and television 
channels. The outbreak of the 
second world war caused less 
panic at the BBC, and was given 
less attention. XTV added another 
carbon copy to the over 
abundan ce , and it was left to 
Channel 4 to emerge with some 
credit and Integrity intact - 
though there were many 
occasions daring the week when 
a search through ail the 
terrestrial channels revealed 
nothing but the Diana story. 


Television/Christopher Dunkley 


Whatever happened to 
freedom of choice? 


Monopolisation was not the 
worst of iL The tone suggested 
that the broadcasters were 
determined to achieve 
bea ti fication for Diana, or even 
canonisation. An axis rapidly 
developed between newsrooms 
and the more sentimental and 
suggestible members of society, 
those who placed the flowers, 
the soft toys, and the doggerel 
messages outside palace 
gates. 

I t was, of coarse, right that 
the feelings and views of 
these numerous people 
should be reported by 
television, even though at 
least SI million ont of a 
population of $6 million or so 
neither laid flowers nor lined the 
funeral route. What was 
extraordinary and worrying was 
the way in which. In a 
remarkably short time, it became 
impermissible to express on 
television disagreement with, or 
even the mildest dissent from, 
the keening chorus which 
insisted that “She was queen of 
all oar hearts’*. Broadcasters who 
had previously seemed sane, 
adult and dependable began 
making assertions about how 


“we all" felt, and what 
“everyone" thought. 

Those who rarely. If ever, see 
tabloid newspapers may wonder 
how such a filing can happen. 
Were they to spend 24 boors in a 
newsroom they might get some 
dues. Nobody consumes 
Journalism (history on the hoof) 
more voraciously than 
journalists. In television 
newsrooms, as In newspaper 
offices, nothing Is watched more 
avidly than the competitors' 
ontpnt, whether programme 
bulletins or successive editions of 
the papers. Contempt may be the 
required tone for television 
presenters whenever they refer 
on screen to tabloid newspapers, 
yet back in the newsroom every 
word of those tabloids, seen as 
being dose to “the people”, is 
devoured. When the headlines oo 
the four main titles on one day 
say “The people are suffering, 
speak to us Ma’am", “Where is 
the Queen? Where Is her flag?", 
“Show ns yon care", and “Let the 
flag fly at half mast" It has a very’ 
dear influence on television. 

Ibis was the most vivid and 
frightening exhibition in my 
lifetime of how the mass media 
and the emotional responses of 


millions of people can reed off one 
another to create a mood which is 
close to mindlessness, with 
instinct elevated to a dangerously 
high status, and the entire 
business practically ont of 
control Probably the best 
documented previous example 
occurred in Germany in the 
1930s; a comparison which, in the 
current mood of hysteria, will 
doubtless be seen by some as an 
offence calling for 
horsewhipping. By the time of the 
funeral, the crescendo felt like 
the human equivalent of the 
electronic phenomenon known as 
“howl-round", in which a sound 
system picks np its own output, 
amplifies it, and feeds it back 
into the circuit to produce a 
louder and louder wail. 

J udging from what has been 
happening on television for 
some years, with more and 
more Oprah-style 
programmes dedicated to 
sobbing and breast-beating 
in the UK schedules, it seems that 
there may be as large a 
proportion of British as American 
viewers who welcome the new 
weepy-creepy therapy culture. 
Perhaps the famous British stiff 


upper lip never was universally 
popular. 

But what seems so appalling is 
the readiness of mainstream 
television on the occasion of this 
major news story to switch into 
therapy culture mode and pretend 
that Its appeal Is universal- Even 
a news anchorman as admirably 
level headed as Channel 4’s Jon 
Snow has been writing blithely 
about “the national mood”, "file 
people", and "the nation’s 
response" as though these were 
unquestionable unities. True, so 
far as television was concerned, 
they were, bat only because 
television from the very first 
excluded any note of scepticism 
or nonconformity. Nobody really 
knows whether the Impression of 
public feeling conveyed by 
television actually represented 
the feelings of a large majority or 
a noisy minority. 

The networks took not only 
their tone from one another, bnt 
even their content and their 
commentators. Jeffrey Archer 
and David Mellor were 
everywhere, delivering 
sanctimoniousness by the yard. 

In the early phase. Immediately 
after the car crash, the received 
wisdom throughout television 


was that the Fayed car hit the 
wall of the underpass because of 
the antics of the accompanying 
paparazzi When the French 
police said that they were a long 
way behind and the chauffeur 
was several times over the 
alcohol limit this angle was 
simply abandoned. Earl Spencer’s 
speech, with its barbs for the 
press and the royal family, 
provided a new focus, bnt 
nowhere cm television did I see a 
single prog ram me pointing ont to 
the public that the earl has some 
rather speeds] axes to grind, 
having himself tried and 
abandoned the Job of reporter, 
and been the subject of 

kiss-and-tell spreads in the 

tabloids. That only makes his 
case the stron ger, it may be said, 
bnt is it not television’s job to 
keep viewers informed? 

I n a country that prides 
itself on pluralism and 
freedom of expression, 
should there not have been 
one television network last 
week ready to investigate why 
the mother of the future king of 
En gland was hurtling through 
Paris in the middle of the night, 
without a seat belt on, is a car 
driven by a man who had been 
drinking, accompanied by the son 
of a businessmen who has been 
severely criticised by the 
government and repeatedly 
refused British nationality? Or 
would that be just too. too gauche 
when the woman in question is 
The People’s Princess and Qneen 
Of All Our Hearts? 

Such a programme might have 
captured some of the 41 per cent 
of the population who did not 
bother to tone in for the funeral 


Opera/ Richard Fairman 

Tosca at 
full throttle 


T he new season at 
English National 
Opera usually slides 
into first gear fairly 
gently. This year’s opening 
night on Saturday was a 
revival of the company's not- 
mucb -loved production of 
Tosca. a modest choice artis- 
tically, bnt hardly a quiet 
one - a noisier Tosco has 
rarely come my way. 

Is this advance notice that 
ENO has recovered its old 
bullish vigour? Or does it 
presage more melodrama off- 
stage, which is where most 
of the excitement seems to 
be happening in’ 'the opera 
world these days. While the 
Royal Opera grapples with 
life on the road, ENO will be 
sitting out the season in St. 
Martin's Lane. The plan for 
a new theatre is being held 
in abeyance until the com- 
. pany knows about its appli- 
cation for money from the 
Arts Council’s stabilisation 
fluid. A decision on that is 
likely before Christmas. 

It may be that the effects 
are already being felt. There 
will be 14 performances of 
this Tosco between now and 
early November, which 
should satisfy satisfy even 
the management consul- 
tants, who always complain 
that opera-houses gave too 
few performances of each 
opera. For ENO, Puccini 
should mean money in the 
bank, as long as the audi- 
ence is not deterred by Keith 
Warner's over-clever and 
rather lurid re-thinking of 
the opera. 

This production is not 
exactly given to understate- 
ment. Tosca’s comment that 
her conduct in church may 


be “disrespectful" usually 
refers to Cavaradossi giving 
her a peck on the cheek, 
whereas here they are all 
but copulating on the floor. 
Later, not content with 
stabbing Scarpfa, she decides 
to throttle him too. giving 
the baritone the excuse far a 
gruesome “death rattle” aria 
of gurgling and wheezing. 

T he three principals 
have a high old time 
of iL Rosalind Plo- 
wright, who created 
the role of Tosca in this pro- 
duction. is convincing on a 
grand '■SbaTiTahd TOcng-bmer' 

than at any time in the last 
few years. Her voice has 
gone from big to huge and it 
is difficult far anybody else 
on stage to keep up with her 
sheer volume. Julian Gavin 
sings Cavaradossi with a cer- 
tain flair and passes the 
most testing moments with 
flying colours, although his 
tenor’s basic tone never 
quite sounds naturaL Peter 
Sidhom is a telling and sure- 
ly-sung Scaipia. recklessly 
daring to underplay the role 
when so much else is over 
the top. Of the rest, John 
Graham-Hall’s creepy Spo- 
letta looked a particularly 
nasty piece of work. 

Richard Hickox obtained 
gory, red-blooded playing 
from the orchestra and 
spared us nothing of Pucci- 
ni's melodramatic excesses, 
each brassy climax whipped 
up into a bigger frenzy than 
the one before. This Is one 
season that certainly did not 
start quietly. 

At the Coliseum, London 
WC2 (0171-632 8300) 



Having a high old lime: Rosalind Plowright in the title role 


Theatre/David Murray 

The low-life 
in Hollywood 


D avid Rabe’s Hut- 
ly burly, one of the 
hits of Peter 
Hall's Old Vic sea- 
son, has moved north of the 
river to the Queen’s Theatre. 
Partly re-cast, Wilson 
Milam’s production is said 
to have gained in pace; 
certainly it goes like 
the dappers, with Rupert 
Graves’s hero Eddie regu- 
larly getting more words to 
the minute than seems feasi- 
ble. 

He manages that with bril- 
liant clarity, even when the 
tumbling sentences switch 
gear in a trice and go off in 
new directions. It is not just 
a trick, for Burly burly is a 
madly verba) play. Not much 
actually happens, but as the 
chatter goes explosively on 
we find ourselves swept 
along with it. 

Eddie shares a house with 
Mickey (languid David Ten- 
nant, excellent but for a 
ropey American accent), not 
far from Hollywood’s Sunset 
Boulevard. They are both 
casting directors for film 
companies, and they have 
weird friends who are 
always dropping in - and 
dropping ouL Great quanti- 
ties of drink are drunk, 
marijuana smoked, coke 
snorted; violence occasion- 
ally threatens. 

Hurlyburiy belongs to a 
dramatic genre, usually 
tragicomic, that began with 
Gorky's The Lower Depths 
and continued with innu- 
merable other plays, espe- 
cially In the US (cf. Eugene 
O’Neill’s The Iceman Com- 
eth ). Several more or less 
desperate characters, some 
crazier than others, axe 
cooped up together without 


much to do, and talk them- 
selves into louche, vivid 
existence. 

The twist here is that 
these lives of desperation are 
quite comfortably uphol- 
stered. Money is no problem; 
and if drugs are, they don’t 
think they are. In short it is 
1980s' Hollywood low-life as 
we like to imagine it No 
doubt the play seemed more 
shocking in 1984. when it 
was new, but it still delivers 
many a frisson. 

M ostly, though, it 
is very funny. 
The characters 
tend to speak 
in elaborate formal 
locutions, like Damon 
Runyon’s gangsters, even 
when discussing unspeak- 
able things. Eddie is 
obviously university-edu- 
cated: bits of philosophy- 
of-science often surface in 
his gabble. Richer still 
is the urgent, label- 
seizing patter of his psycho- 
pathic friend Phil, the 
quintessence of grandiose 
druggie rant Andy Serkis 
is superb with his constantly 
misrouted thoughts, and 
genuinely frightening too. 

Among the others, Jessica 
Watson's disoriented waif 
from the mid-West is out- 
standing, but Jenny Sea- 
grove, Mark Benton and 
Susannah Doyle carry their 
roles in properly seedy 
style. 

If you can take the gener- 
ally scabrous dialogue in 
your stride, and the rancid 
misogyny, Hurlyburiy makes 
a bracing experience. 

At the Queen's Theatre, Lon- 
don, W1 <0171-494 5040). 


The Proms 

Sounds 

from 

Sweden 


S weden has sent two 
of its leading orches- 
tras to the BBC 
Proms this year. 
After the Swedish Radio 
Symphony Orchestra last 
week. It was the turn of the 
Gothenberg Symphony 
Orchestra on Sunday and 
Monday this week with a 
pair of concerts. 

Are they arch rivals? It is 
nice to speculate, although 
the contrasting characters of 
the two orchestras, and the 
fact that they are based in 
different cities, probably 
means that they co-exist 
mare comfortably than the 
competing orchestras in Lon- 
don or Berlin. The Gotben- 
berg Symphony makes much 
of its recent elevation as 
“Sweden’s national orches- 
tra”. a title decreed by the 
Swedish parliament in May. 
Its warm sound and good- 
quality musicianship proba- 
bly justify the accolade. 

Their personalities have 
been determined by their 
respective conductors. The 
Swedish Radio Symphony 
came with Esa-Pekka Salo- 
nen. until recently its chief 
conductor, youthful, bright- 
eyed, thoroughly modern; 
the Gothenberg Symphony 
has Neeme Jhnl, with whom 
it has enjoyed a 16 -year part- 
nership. a more sober musi- 
cian. though with very eclec- 
tic tastes. 

1 thought the Swedish 
Radio Symphony’s single 
Prom was one of the bright- 
est of the year, so there is no 
point in disguising my per- 
sonal preference for Salo- 
nen’s type of conducting. In 
Sibelius, to take an example. 
Jdrvi does not have the same 
sparkle. He is more the late 
romantic and his perfor- 
mance of the Fifth Sym- 
phony on Sunday was broad 
and weighty, glowering dark 
storm clouds rather than the 
glint of northern sunshine. 

T he programme had 
started with a rarity 
in Brahms's can- 
tata. Rinaldo. The 
main pleasure was the exem- 
plary singing of the male 
chorus. Orphei Drangar. The 
work itself is a solid slice of 
Teutonic traditionalism, all 
duty and no pleasure, 
though Stig Andersen 
aspired to nobility as Rin- 
aldo, the tenor soloist. 
Between the Brahms and the 
Sibelius. Kurt Nikkanen 
brought a sharper edge to 
Prokofiev's First Violin Con- 
certo. 

I heard Monday's Prom on 
the radio. Jfirvi conducted a 
typically solid and trenchant 
performance of Stravinsky's 
Oedipus Rex, distinguished 
by an emotion-filled Jocasta 
from Anne Sofie von Otter 
and more well-defined sing- 
ing by Orphei Drangar. 
Anthony Rolfe Johnson was 
the effortful Oedipus. In Bar- 
tele's Concerto for Orchestra 
the musicians showed what 
they were made of - tough, 
ripe, secure playing of the 
kind J&rvi champions with 
enough of the virtuoso about 
it to show the Swedes 
deserve their proud new 
national title. 

R.F. 


The Proms, Roya l Albert 
Hall, London SW7. 





'International 



■ AMSTERDAM 


• Berlin Philharmonic Orchestra: 
world premiere of Henze’s 
Symphony No. 9, conducted by 
logo Metzmacher, with the Berlin 
Radio Choir; Sep 11 

• Deutsches 

Symph on ie-Or Chester Berlin: 
conducted by Vladimir 
Ashkenazy in works by Brahms. 
With violin soloist Ida Haendel; 
Sep 13 

• SOdwestfunk 

Sinfonleorchester conducted by 
Michael Gfeien in a programme 
including works by Kurfag and 
Ravel. With the Europflische 
Chorakademfe Mainz; Sep 15 


ektheater 
3-551 8911 
iational Ballet new 
gens with this staging 
Might; Sep 10, 12, 13 


DANCE 

Deutsche Oper 
Tel: 49-30-34384-01 
Deutsche Oper Ballet 
programme of two works by 1 
MacMillan - Concerto and Das 
Lied von der Erde; Sep 13 


Muziefctfteatar 

31-20-551 8911 

Rheingold: by Wagner. 

terfands Opera. New 
luction, dieted £5*"* 
i and conducted by Hartmut 
nehen; Sep 11. 1 4 


JERLIN 


erfttatis Tel: 49-30-203090 
1 Symphony Orchestra: 
noted by Michael 

enwandt in . works by 

nu, Henze, Matthus and 
takovich: With violin soloed 
seJ Endeben; Sep 12 


PhiBiannome 
Tel: 49-30-2548 8354 


OPERA 

Deutsche Oper 
Tel: 49-30-34384-01 

• Der Rosenkavalier: by R. 
Strauss. Conducted by JIR Kou t 
in a staging tty GOtz Friedrich; 
Sep 14 

• Galathee. Die SchOne: by 
Supp6 and Wahren. Conducted 
by Sebastian Lang-Lessing in a 
staging by Gdtz Friedrich; at the 
Parkett-Foyer; Sep 10. 11 


■ LONDON 

CONCERTS 

BBC Proms, Royal Albert HaB 

Tel: 44-171-589 8212 
0 BBC Symphony Orchestra: 
conducted by Claus Peter Flor in 
Mendelssohn’s Symphony No. 5 


In D major, "Reformation", and 
with the Philharmonfa Chorus 
and BBC Symphony Chorus in 
Brahm’s German Requiem; 

Sep 10 

• City of Birmingham Symphony 
Orchestra: conducted by Sir 
Simon Rattle in Mozart’s Fantasia 
In F minor, with organist Thomas 
Trotter, and Serenade in B flat 
major for 13 Wind instruments, 
“Gran Partita", with the Orchestra 
Wind Ensemble; Sep 10 

• City of Birmingham Symphony 
Orchestra: conducted by Sir 
Simon Rattle in works by 
Shostakovich and Mahler; with 
violin soloist Maxim Vengerov; 
Sep 11 . 

• The Last Night of the Proms: 
Andrew Davis conducts the BBC 
Symphony Orchestra and Chorus 
and BBC Singers in a 
programme which draws 
together the season's themes, 
and includes works by Brahms, 
Wagner, Britten and Judith Weir; 
with organ and piano soloist 
Wayne Marshall and soprano 
Anne Evans; Sep 13 

OPERA 

Barbican Theatre 
Tel: 44-171-638 8891 
The Royal Opera: Glutto Cesare, 
by Handel. The season opens 
with this new production, 
cfirected by Lindsay Posner and 
conducted by Ivor Bolton, with 
designs by Joanna Parker. Cast 
indudes Amanda Roocroft and 
Ann Murray; Sep 13, 15 


■ LOS ANGELES 

OPERA 

L A. Opera, Dorothy Chandler 



Pavilion Tel: 1-213-972 8001 

• Fedora: by Giordano. La 
Seals production staged by 
David Edwards and conducted 
by Edward Downes. Cast 
includes Maria Ewing and 
Ptickto Domingo: Sep 10, 14 

• La Bohdme: by Puccini. 
Revival of Herbert Ross’s 
production, designed by 
Christopher Harlan and 
conducted by Ptecido Domingo; 
Sep 12 


■ MUNICH 

CONCERTS 
Phflharmonre Gasteig 
Tel: 49- 89-5481 8181 
Munich Philharmonic Orchestra; 
conducted by Gianluigi Gehnetti 
in La Rondlne. by Puccini. With 
the Munich Philharmonic Choir; 
Sep 12, 14, 15 

EXHIBITIONS 
KunsthaHe der 
Hypo-Kufturstiftung 

Tel: 49-89-224 412 
Markus Liipertz {b. 1941), one of 
Germany's leading artists. Is the 
subject of a retrospective which 
includes paintings, drawings and 
sculptures from throughout his 
careen to Sep 14 


■ NEW YORK 

OPERA 

New York State Theater 

Tel: 1-212-870 5570 

• L'ftaflana In A/geri: by Rossini. 
New York City Opera/ 
Glimmerglass Opera. Conducted 
by George Manahan and directed 
by Christopher Alden; Sep 12 

• Macbeth: by Verdi. The New 

'1 


York City Opera season opens 
with this new production directed 
by Leon Major and conducted by 
George Manahan; Sep 11, 14 
• The Magic Flute: by Mozart 
New York City Opera revival. 
Conducted by Derrick Inouye in a 
staging by Lotfl Mansouri; Sep 
13 

THEATRE 

Bouwerie Lane Theatre, 330 
Bowery Tel: 1-212-677 0060 
Rough Crossing: by Tom 
Stoppard. Jean Cocteau Rep 
new season opens with this 
musical force, set aboard a 
steamship bound for New York 


■ OTTAWA 

EXHIBITIONS 

National Gallery of Canada 

Tel: 1-613-990 1985 
Renoir Portraits: featuring works 
from throughout Ns career, this 
exhibition includes some of 
Renoir’s most famous paintings. 
Hie show will travel to Chicago 
and Texas; to Sep 14 


■ PARIS 

CONCERTS 

Thgdtre des Champs Bysdes 
Tel: 33-1-49525050 
Recital of works by Liszt, 
Debussy and Franck given by 
violinist Olivier Chattier and 
pianist Brigitte Engeren 
Sep 14 

EXHIBITION 
Musde du Louvre 
Tel: 33-1-4020 5151 
Kudara Kan non: this ancient 
Japanese statue, an exceptional 


example of 7th century Buddhist 
sculpture, has left Japan for the 
first time; from Sep 10 to Oct 13 

OPERA 

Opera National de Paris, Op€ra 
BastiBe Tel: 33-1-44731300 
Le Nozze dl Figaro: by Mozart 
Conducted by .lames Con] on in a 
staging by Giorgio Strehter. Cast 
Includes Anthony 
Michaets-Moore and Barbara 
Bormey: Sep 11, 13 


■ ROME 

CONCERTS 
Auditorio dl Via deHa 
Conci&azione 
Tel: 39-6-6880 1 044 
Orchestra and Choir of the 
Accedemia Naztonale efi Santa 
Cecilia: conducted by Daniels 
Gatti in works by Brahms - 
ScNcksalsGed for choir and 
orchestra, and Symphony No. 2 
in D major; Sep 10. 11 


■ VIENNA 

EXHIBITIONS 

Kimstfomm der Bank Austria 
Tel: 43-1-533 2266 
Art and Insanity: wideranging 
survey of the.relationshfp 
between madness and the visual 
arts, from the Baoque to the 
modem; to Dec 8 


■ WASHINGTON 

CONCERTS 
Kennedy Center 
Tel: 1-202-4674600 
• National Symphony Orchestra 
Beethoven Festival: Leonard 
Siatkin conducts a programme 


including excerpts from The 
Creatures of Prometheus and 
Symphony No. 3 in E-flat major 
with piano soloist David 
Buechner; Eisenhower Theater, 
Sep 10 

• National Symphony Orchestra 
Beethoven Festival: Leonard 
Siatkin conducts the Symphony 
No. 10 in E-flal major and 
Symphony No. 9 In D minor; 
Eisenhower Theater, Sep 1 1 

• National Symphony Orchestra 
Beethoven Festival: Marathon 
Concert Part One, conducted by 
Leonard Siatkin. Programme 
includes the Leonora Overtures; 
Elsenhower Theater; Sep 13 (Part 
Two is on Sep 19) 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Birope on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07.00: FT Business Morning 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17-30: Financial Times Business 
Tonight 

• CNBC 

0&30: Squawk Box 
KUXk European Money Wheel 
iBJOO: Financial Times Business 
Tonight 
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Reconsidering Madeleine 

Bruce Clark asks if Albright has the right qualities for success in Israel 


M adeleine 
Albright, who 
embarks today 
on a desperate 
effort to salvage the Middle 
East peace process, is a sec- 
retary of state like no other. 

She arrives in the region 
with a high reputation. In 
the eight months since she 
took office, she has proved to 
be an exceptionally good 
communicator and an able 
exponent of tbe difficult (and 
sometimes neglected) art of 
negotiating foreign policy 
with the US Congress. She 
also has a solid list of 
achievements to her name 
and seems to many a breath 
of fresh air in US diplomacy. 

Now she faces her sternest 
test. Though her aides are 
carefully reducing expecta- 
tions by talking down hopes 
of a breakthrough, she has 

to show whether she pos- 
sesses the formidable mix- 
ture of skills demanded by 
tbe Israeli -Pales tini an con- 
flict: historical vision, atten- 
tion to detail, and an ability 
to distinguish emotion from 
reality. 

On tbe credit side, her 
communications skills have 
been displayed before a 
remarkable range of audi- 
ences. She has flirted outra- 
geously with Jesse Helms, 
the steely chairman of the 
Senate Foreign Relations 
committee, and caused hilar- 
ity at a gathering of Asian 
dignitaries by donning pur- 
ple lipstick and warhling out 
a comic song based on the 
musical Evita. 

"She's got the gift of the 
gab and she uses It.” says 
one State Department offi- 
cial. “And when it's needed, 
she can be breathtakingly 
blunt.” 

She told a Croatian gov- 
ernment minis ter he should 
be ashamed of himself for 
falling to allow refugees 
back to their homes. When 
Yevgeny Primakov, Russia's 
foreign minister, objected to 
the hunting down of sus- 
pected war cr iminals in Bos- 
nia. she tartly demanded to 
know what else he suggested 
doing with them. 

Bom tn Prague 60 years 
ago to a diplomat father who 
was forced to flee first the 
Nazis and then tbe commu- 
nists, the secretary of state 
somehow combines the mul- 



tilingual sophistication of 
the old world with the gut 
American patriotism of a 
grateful immigrant who 
spent her teens in Denver, 
Colorado. 

Nor has her workaholic 
zeal been affected, at least 
outwardly, by a year of trau- 
matic revelations about her 
past the revelation that her 
ancestry was Jewish and 
that three of her grandpar- 
ents died in the Holocaust 

Although she is inevitably 
accused of being stronger on 
style than substance, Mrs 
Albright can also point to a 
number of achievements, 
most requiring a mixture of 
good co mmuni cation and 
sound policy judgment. 

A treaty aimed at outlaw- 
ing chemical weapons has 
been ratified by the Senate, 
despite the objections of Mr 
Helms. Nato has been 
steered towards enlargement 
without wrecking relations 
with Russia. 

The US legislature has 
been persuaded to settle 
most of its debt to the UN, 
albeit on terms that leave 
most other countries fuming; 
and the State Department's 
budget has been stabilised 
after years of trimming by a 
hostile Congress. 


She has helped, in the face 
of Republican demands for a 
tougher US policy, to keep 
trade relations with China 
stable - while s ending firm 
signals ' to ' Beijing over 
human rights in Hong Kong. 

She has also persuaded 
President Bill Clinton to 
retain the option of keeping 
troops in Bosnia after mid- 
1998. despite the insistence 
of William Cohen, the 
defence secretary, that the 
deadline be kept firm. 

The political price she has 
paid for her successes on the 
domestic scene - a p art from 
pursuing Mr Helms to North 
Carolina, and presenting 
him with a T-shirt saying 
“Somebody at the State 
Department loves me” - has 
not been excessively high. 

The senator was per- 
suaded to soften fractionally 
his opposition to the chemi- 
cals weapons accord, and his 
hostility to the UN, after she 
broadly accepted his pro- 
posal for the str eamlining of 
the US foreign policy appara- 
tus - by merging aid, infor- 
mation and arms control 
agencies with the State 
Department. 

Mrs Albright's credibility 
in the eyes of the Republican 
Congress has been enhanced 


by her image - well- 
cultivated in her previous 
job as ambassador to the 
UN, as a staunch foe of Iraq, 
Cuba and multinational 
bureaucracies hostile to 
Washington. 

Conser vativ es with longer 
memories wonder whether 
Mrs Albright, as foreign pol- 
icy adviser to Democrats like 
Jimmy Carter and Michael 
Dukakis, is really a dove in 
hawk’s clothing. They 
remember her as a moderate 
OD disarmament in the days 

when that Issue was the lit- 
mus test of ideology. 

But the secretary of state's 
background as a politically 
savvy Democrat - schooled 
by Zbigniew Brzezinski, 
annthw anli fnmmimis t aca- 
demic from central Europe - 
could stand her in good 
stead among Washington’s 
pro-Israel lobby which will 
be watching her every move 
in tbe coming days. 

They still recall with grati- 
tude her successful battle at 
the Democratic Party con- 
vention of 1988 to fend off 
the proposals of leftwing 
activist Jesse Jackson far a 
more Arab-oriented policy. 

While she lacks the 
detailed knowledge of Middle 
Eastern politics that she 


brings to European security, 
she has shown willingness to 
learn from senior 
lieutenants at the State 
Department. “She's no 
expert but she’s surrounded 
by people who are,' said one 
lobbyist on Middle East 

affair s. 

Still, today’s mission 
marks a watershed. With the 
whole project of reconciling 
Israelis and Palestinians in 
peril, and the fabric of pro- 
western alliances in the 
region in danger of fraying, 
there would seem to be more 
to lose than to gain. 

Until recently, Mrs 
Albright had appeared to be 
steering clear of a conflict 
zone which offered less pros- 
pect of a political rewards 
than say. Nato enlargement, 
a project that required 
steady nerves bat was 
almost doomed to succeed. 

By pressing ahead with 
her trip after a series of 
bloody bomb attacks in Jeru- 
salem which have raised 
question ma ricK in Israel and 
Washington ova- the Pales- 
tinian leadership's commit- 
ment to curbing terrorism, 
Sh e is malting a fefl p of faith 
"This time, nobody could 
accuse her of seeking politi- 
cal advantage," said one 
admi n jsti UtiOP official. 

While she can be win some 
easy points at home by treat- 
ing Yassir Arafat, the Pales- 
tinian leader, to one of her 
stentorian lectures, Mrs 
Albright will need - if only 
because of the mood in 
Washington - to use much 
subtler skills in grafting her 
message to the Israeli gov- 
ernment. 

She has already taken one 
gamble - by borrowing, with 
certain adaptations, the 
Israeli notion that despite all 
the appearance of gloom, the 
time could be ripe for accel- 
erated negotiations on the 
“final status” of the relation- 
ship between the Jewish 
state and the Palestinians. 

But this procedure has 
always been viewed with 
extreme scepticism in the 
Arab camp, which fears that 
Israel is simply trying to 
avoid its obligations. And 
hitherto at least, Mr Arafat 
has not proved susceptible to 
flattery, flirtation or public 
scoldings - whoever the 
messenger. 


Personal View • Sir Leon Brittan 


Rough with the smooth 



The EU must not 
lose faith in the 
WTO just because 
a couple of cases 
go against it 

The World 
Trade Organi- 
sation has 
5; just dealt 

e Europe a dou- 
ble whammy. 
It has delivered a ruling 
against the European 
Union's ban on imports of 
hormone-treated meat, 
alar min g consumers and 
producers already reeling 
from the BSE cris is. 

And now the WTO has 
overturned the ElTs appeal 
against a farther rating out- 
lawing aspects of Europe’s 
banana import regime, 
alarming former colonies 
dependent on Europe's 
banana market for their eco- 
nomic survival. The Euro- 
pean Commission will begin 
discussing Europe’s reaction 
today. 

Both cases were brought 
by the US. It is tempting to 
conclude at such times that 
the machinery of world 
trade suits the powerful at 
the expense of the vulnera- 
ble. and that it may be time 
to reassess tbe merits of the 
WTO. or even flout its rul- 
ings. For Europeans above 
all, such a conclusion would 
be a historic mistake. 

It is at just such times that 
all Europe's consumers, pro- 
ducers and traders, and the 
governments that serve 
them, need to keep a cool 
head. They must not hasten 
to the conclusion that the 
WTO is turning the global 
economy into a wild west erf 
untrammelled capitalism, 
impervious to the environ- 
ment, social rights, food 
safety and other issues. If 
used properly, the WTO 
could turn out to be the 
ideal tool to tame globalisa- 
tion, enabling such causes to 
sit comfortably alongside the 
pursuit of free trade. 

For this to be effective, 
Europe’s governments must 
take the rough with the 

Smooth maintain tjirir 

confidence in the organisa- 
tion and its disputes mecha- 
nism for resolving trade 
arguments between mem- 


bers - a mechanism they 
spent much energy setting 
up through the -Uruguay 
Round four years ago. 

We must not lose faith 
when cases go against us. 
Indeed, the figures ten a dif- 
ferent story: the EU has 
been complainant, or co- 
complainant, In over a third 
of all the 100-odd cases 
brought before the WTO. 


and to shape WTO policy in 
the way Europe wants in 
future - will collapse if 
Europe ever takes a pick- 
and-choose approach to 
individual disputes. 

There is always a risk, if 
the WTO appears to put big 
business before the interests 
of impoverished farmers, 
health, the .environment or 
the developing world, that 


and in over half of all cases people will accuseltofh^ 
where a full disputes panel lug no heart. Yet there is 


has been requested. 

Tbe EU has scored a spec- 
tacular victory over Japan’s 
discriminatory alcohol tax 
regime, and is challenging 
similar regimes in South 
Korea and Chile, all markets' 
of importance to Europe’s 
exporters of whisky and 
other drinks. It is using 

WTO action to remove obsta- 
cles hindering production by 

European car firms In Brazil 
and Indonesia, and has 
attacked America's car tax 
regime, with partial success. 

The WTO is also a power- 
ful deterrent: the threat of a 
WTO panel helped persuade 
the US administration to 
suspend action against Euro- 
pean companies trading with 
Cuba and to urge Congress 
to waive restrictions on 
Europe's business with Cuba 
and Tran while negotiations 
with Brussels continue. 
Europe and America also 
work together through the 
WTO when it suits them, to 
considerable effect, opening 
up Japan’s lucrative tender- 
ing process for telecoms 
equipment for example. 

The deterrent effect goes 
farther: the US is now 
legally bound to try and 
resolve its disputes through 
the WTO before threatening 
Europe with trade sanctions 
under its “301" legislation, a 
menacing tool which has 
soured transatlantic rela- 
tions in the past. Europe and 
America have, in fact, 
enjoyed an unprecedented 
period of trade peace ever 
since the WTO came into 
being. 

Individual disputes aside, 
the EU has Increasingly used 
the WTO as a multilateral 
forum to negotiate open mar- 
kets worldwide In high-tech 
sectors where European 
Industry has a competitive 
edge. The unity of purpose 
required to achieve this - 


already more scope for giv- 
ing the world trading system 
a humane dimension than 
meets the eye. 

On the environment, for 
example, there is nothing to 
prevent EU countries or 
other WTO members from 
setting high standards for 
green concerns, so long as 
they are properly justified 
and do not discriminate 
against imports. The same 
goes for measures to safe- 
guard human, anim al and 
plant health. Indeed, high 
environmental or health 
standards in Europe will be 
stronger if they meet WTO 
rules. These are issues of 
intense public concern, and 
without WTO arbitration 
there is little to stop 
Europe's trading partners 
using them as a convenient 
pretext to protect their own 
producers when the going 
gets rough. 

The relationship between 
trade and the environment 
does need further clarifica- 
tion. The EU was the first to 
seek an expansion of WTO 
rules allowing trade action 
to be taken to sustain multi- 
lateral environmental agree- 
ments. 

A loss of faith in the WTO 
will make that ambition Car 
harder to achieve. Ever since 
their decision at the creation 
of the EC to speak on trade 
issues with a single voice, 
tbe EU has wielded for more 
influence over the global 
economy together than the 
member states could possi- 
bly have done on their own. 

It would be a sad irony if a 
few highly visible defeats 
were to undermine their con- 
fidence in one of the most 
powerful vehicles for promo- 
ting Europe's trading inter- 
ests on the world stage. 

The author is vice-president 
of the European Commission 
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Question of 
Scotland’s 


Olympics must embrace infinite 
variety of favoured sports 


From Mr Peter A Johnson. 

Sir, The FT’S editorial con- 
cerning the allegedly exces- 
sive number of sports in the 
modem Olympic Games 
(“New Olympics”. September 
8) betrays an elderly and 
spavined vision erf athletic 
competition at the turn of 
the millennium. The writer 
imagines that with a “dras- 
tic reduction in the number 
of sports taking part" - per- 
haps to include only those 
he recalls from days as a 
young lad in school? - the 
hucksterism, the crowds, 
chaos and poor transporta- 
tion that beset the Atlanta 
Games would be remedied in 
the games of the future. 

Nonsense. To exclude, as 
the FT would, those sports 


which are allegedly “Inher- 
ently commercial” (read: 
played and watched by mil- 
lions) or with "little athletic 
plausibility" (read: new- 
fangled, rm familiar not- 
played-by-me-when-I-was- 
young) would rob the Games 
of the vitality and universal 
appeal they have all too 
recently won. 

The writer rightly regrets 
the failure of Atlanta. But 
would Barcelona have spar- 
kled with so much lustre 
without the incomparable 
(and incomparably commer- 
cial) Dream Team erf US bas- 
ketball? And why take the 
somersaults launched from a 
trampoline to be any less 
“athletically plausible" than 
those executed on a gymnas- 


tics mat? If the writer wishes 
a Games without the chaos 
of snarled transportation or 
excessive commercialism 
then, by all means, attack 
those problems directly; 
don't atm your varicosed 
remedies at tbe very soul of 
the endeavour. 

The FT seems to forget 
that the Olympics are the 
great gathering grounds for 
the youth of the world, and 
should pmhrace the infinite 
variety of the sprats actually 
played by the youth of today 
and not simply those recol- 
lected by writers of editori- 
als. or their nurses. 

Peter Johnson, 

Spittelaner Laende 3, 

A-1090 Vienna, Austria 


Attack as a name requires clarification 


From Mr Anwar ElahL 

Sir, Could we please clar- 
ify the confusion arising 
from the mention of Attock 
Oil in coverage by the Finan- 
cial Times of tbe recent 
SZ-lbn awarded by the Cay- 
man courts to the Bank of 
Credit and Commerce Inter- 
national against Ghaith 
Pharoan (“Fugitive ordered 
to pay S2.1bn to BCCI liqui- 
dators”. September 5). 

When BCCI crashed in 
July 1991, the name “Attack” 
was used by two quite dis- 
tinct entities: 

• Attock Pakistan (AOC* 
the Attock 03 Company 
which owned about 51 per 
cent each of Attock Refinery 


Tesla a Serb 

From Mr Simon Goldman. 

Sir, In your detailed and 
informative survey about 
Croatia (May 28) there is an 
error relating to the scientist 
Nikola Tesla. 

Nikola Tesla was a distin- 
guished Serbian scientist 
and cot, as stated in the 
article "Ericsson finds reser- 
voir of talent", a distin- 
guished Croatian scientist. 

• 

Simon Goldman, 

14 Harwell Bead, 

London W12 9QF, UK 


and Pakistan Oilfields, both 
quoted on the Karachi Stock 
Exchange with stakes held 
by the Pakistan government 
and the World Bank: 

• Attock Trading (AOIL/ 
AOS): Attock 03 Interna- 
tional and Attock OU 
Services (UK), based in the 
Caymans and London 
respectively. 

In January 1993. Attock 
Holdings acquired 100 per 
cent of the share capital of 
Attock Trading (AOIL/AOS) 
under the aegis of and with 
the full prior agreement and 
support of all concerned par- 
ties, including the BCCI liq- 
uidators who formally con- 
firmed that they had no 


claim against AOIL/AOS. 
There are no links between 
Attock Trading and Attock 
Pakistan (AOC/Pharoan) - 
and none of the owners, 
directors and managers of 
Attock Trading has ever 
seen or spoken to Pharoan. 

It is Attock Pakistan 
(AOC) that the BCCI liquida- 
tors are pursuing in their 
search for Pharoan 's world- 
wide assets. 

Anwar Blahi, 
director, 

Attock OU Services (UK). 

2 Queen Anne’s Gate 
Buildings, 

Dartmouth Street, 

London SW1H 9BP, UK 


tax powers 

From Mr Grant Baird. 

Sir. Your leader “Scot- 
land's vote" (September 3) 
was thoughtful and timely. 
Could L however, point out a 
small but significant factual 
error? 

You say that the second 
referendum question asks 
whether a Scottish parlia- 
ment “should ... be allowed 
to raise taxes by up to 3p in 
the pound?” The question in 
fact refers only to "tax- 
varying powers", and is thus 
not confined to income tax 
as your article implies (so, 
indeed, does the White 
Paper). This Is an important 
distinction, and one which 
people would like to see clar- 
ified. If possible, before the 
referendum. 

Grant Baird, 
executive director, 

Scottish Financial 
Enterprise, 

91 George Street, 

Edinburgh EH2 3ES, UK 

From Mr Anthony Rosen. 

Sir, As a British interna- 
tional agri-business consul- 
tant, I am filled with dismay 
by the seeming desire by a 
significant number of Scots 
to destroy the UK. 

It is possible, just, but not 
forgivable, to understand 
why a minority of myopic, 
supposed Scottish National- 
ists should aspire to what 
they conceive to be “free- 
dom”. It is beyond my com- 
prehension why anyone else 
should. 

I have not the slightest 
doubt that every Scottish 
former will choose the status 
quo, for without the com- 
bined strength of the four 
nations of the UK working 
together in Brussels the poli- 
ticians and bureaucrats of 
the EU will easily complete 
their objective of destroying 
the present competitive 
advantage of British agricul- 
ture. 

Anthony Rosen. 

Feenlx Fanning, 

Six Chattis Hill 
Spitfire Lane, 

Stockbridge, 

Hampshire SO20 6JS, UK 


Snap up bargains in Spain 


From Mr John A. Bums. 

Sir, Your story “Dixons 
warns of trading slowdown” 
(September 5) refers to a 
retail sales decline as. in the 
same edition, did "Slowdown 
reported in retail sales” . 

Perhaps along with the car 
manufacturers. Dixons could 
be persuaded to reduce its 
prices. I know that the 
pound is strong but just 
recently the "Canon Ixus” 
(an APS camera), which is 
currently for sale In Dixons 
at £239, was available in 


Marbella, Spain, at El Corte 
Ingles (a leading department 
store group) for less than 
£170. 

Surely the strong pound 
cannot reflect all the differ- 
ence. Maybe this is the rea- 
son for the slowdown. Astute 
holidaymakers are spending 
their win dfall abroad on 
consumer goods. 

John A. Burns, 

5 Bentley Way, 

Stanmore, 

Middx HAT 3RR, UK 
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Clinton and 
fast-track 


Bill Clinton has rightly 
identified his request for fresh 
trade negotiating authority, 
which he will submit to Con- 
gress today, as his top legisla- 
tive priority for the rest of this 
year. Internationally, the fate of 
his request win have wide 
implications for US economic 
relations. Domestically, it is an 
important test of Mr Clinton's 
handling of relationships with 
the Republican-dominated Con- 
gress and his own party. 

This is Mr Clinton’s second 
attempt in two years to secure 
renewed “fast-track” legislation, 
which commits Congress to vote 
on trade agreements without 
amending them. His first 
attempt foundered amid bitter 
disagreements with Republican 
leaders on Capitol Hill. To suc- 
ceed this time, he needs to com- 
bine firmness of principle with 
a readiness to make difficult 
political compromises. 

Mr Clinton’s toughest task is 
to win the confidence of a 
majority of Congress members 
that he deserves the authority 
he wants. Many view trade lib- 
eralisation with suspicion. Fur- 
thermore, the president will 
have to rely on solid Republican 
support - at the risk of splitting 
his own party. The most obvi- 
ous conflict is over demands by 
some Democrats that US trade 
agreements should impose 
labour and environmental stan- 
dards on other countries. 

Mr Clinton, who supported 
such demands two years ago, 
should now drop them. Appeas- 
ing proponents might well not 
be enough to win their support 
i for fast-track - but would 
undoubtedly alienate many 
Republicans. In any case, such 
provisions would be inconsis- 
tent with world trade rules and 
antagonise US trade partners. 


Muddled morals 


New Labour! New trade 
unionism! A new spirit of 
cooperation with, industry! But 
oh dear, the poor old Church of 
England doesn’t seem to be on 
message. 

Tony Blair, the UK prime 
minis ter, delivered his rallying 
call to modernity to a fairly 
receptive TUC conference yes- 
terday. Union bosses under- 
stand that they have no choice 
but to go along with his vision 
of capitalism. Most now realise 
that neither strikes nor political 
influence nor the whole panoply 
of legislation can. without a 
healthy bottom line, deliver 
next month's wages. 

Unless companies are compet- 
itive (with flexible labour mar- 
kets), retain earnings (after sen- 
sible pay awards) and invest 
(because of reformed working 
practices), there will be few hir- 


ings and many sacked. 

As usual the Blair rhetoric 
soars serenely above-the details; 
and there may yet be ugly 
scenes when brothers and 
bosses sit down to discuss 
exactly what should be in his 1 
white paper on union recogni - 1 
tion. But- at least they are all i 
talking the language of j 
co-operation and pragmatism in 
a new and hopeful way. 

Then along comes George 
Carey. Archbishop of Canter- 
bury. relating morality to eco- 
nomic laws as if he had never 
heard of the 1980s. Decent 
behaviour is important in busi- 
ness, of course. But when Dr 
Carey discovers a moral princi- 
ple which favours one form of 
employee representation - well, 
there is only one remedy. He 
must go at once to No 10 for 
beer and sandwiches. 


The big five 


A nightmare disturbs the 
advanced countries. It is of the 
advance of China. India. Indon- 
esia. Brazil and Russia, which 
contain half of the world’s 
labour force, but still only 9 per 
cent of world exports. The 
development of these giant 
countries will indeed, be the 
most significant development 
since the industrial revolution. 
Stupidly handled, it could lead 
to disaster. Yet it need not - 
and must not - do so. 

Perhaps the best reason for 
keeping calm is that the trans- 
formation should not be all that 
dramatic even by 2020, accord- 
ing to this year’s Global Eco- 
nomic Prospects from the World 
panit. The report assumes that 
the big five developing econo- 
mies grow at an average rate of 
5JJ per cent a year, between 1992 
and 2020, against ZS per cent for 
advanced countries. 

Even so. at market prices, the 
latter's share in global gross 
domestic product will be 71 per 
cent, down from 84 per cent in 

992. Meanwhile, the share of 
the big five would only rise 
from 8 per cent to 16 per cenL 
Estimates of GDP at purchasing 
power parity give a different 
picture, with China now the sec- 
ond largest economy in the 
world. But this is irrelevant to 

its global economic impact. 

The picture given by GDP at 
market prices is supported by 
World Bank simulations ot 
export shares in 2020. The 
advanced economies, it sug- 
gests, will continue to generate 
52 per cent of world ex P 0 "?' 

down from 77 per cent in W92. 

while the big five will see their 
share rise from 9 to 22 per cent. 
Even China’s economy would 
generate only some 10 per cent 
of world exports. 

Yet even if the impact of tne 


opening of these countries to 
the world economy wifi not be 
as overwhelming as scaremon- 
gers fear, it will still be sizeable. 
It will, for example, push 
advanced countries out of 1 
labour-intensive manufactures 
and strengthen their compara- 
tive advantage in commercial 
services. 

It will also improve their 
terms of trade, by making 
imported manufactures consid- 
erably cheaper. Together with 
faster economic growth, this 
means that even unskilled 
workers would benefit from the 
growth of the big developing 
countries. The only group of 
countries that might lose con- 
tains those now specialised in 
exports of labour-intensive man- 
ufactures, such as Thailand. 

The advance of the big five 
developing countries will not, 
argues the World Bank, even 
mean higher prices for food and 
energy, as many fear. Given 
potential technological improve- 
ments and the decline in the 
rate of population growth, one 
study predicts real cereal prices 
would even fall by 20 per cent 
between 1990 and 2020. Simi- 
larly, there Is vast potential for 
more efficient energy use within 
these countries, which would 
tend to offset the effects of eco- 
nomic growth on energy 
demand. 

The continued rapid develop- 
ment of these vast countries 
will lift billions of people out of 
poverty for the first time. As 
such, it is the most hopeful 
development of qut era- But it 
should also bring great benefit 
to most of those living else- 
where. The self-fulfilling proph- 
ecies of protectionist scaremon- 
gers must be ignored. They are 
without merit, not just analyti- 
cally, but morally. 


Unbinding China 

Chinese leaders are slowly facing up to the huge task of 
reforming bankrupt state-owned industries, says Tony Walker 


C hina is poised this 
week to take a big 
step out of Deog 
Xiaoping’s shadow 
by consecrating a 
post-Deng leadership and refining 
his reformist legacy. It will take 
this step at the 15th Communist 
Party Congress, which convenes 
on Friday. 

The importance of the event is 
hard to exaggerate. Such con- 
gresses occur only once every 
five years; they are the grand set 
pieces of Chinese policy-making. 
This time, China's leaders will be 
seeking to solidify their political 
control while invigorating eco- 
nomic reforms, a policy which 
includes loosening ideological 
barriers to a mixed economy, if 
they succeed, they will be on the 
way to solving China's biggest 
economic problem: modernising 
its state-owned enterprises. 

But in its first policy-making 
forum without Deng's guidance 
since he launched bis reforms in 
1978, the leadership faces tests of 
its cohcslveucss and capacity ter 
decision-making. At stake is the 
leadership's survival and that of 
the communist-controlled system 
itself in a country undergoing 
extraordinary change. 

Wang Shan, author of 7Yie 
Third Eye. an influential book on 
China's economic transforma- 
tion, says the leadership is 
playing for high stakes in its 
attempts to make the ideological 
leap from a state sector- 
dominated system to one that 
embraces broad public owner- 
ship. or a degree of “privatisa- , 
tion”. 

China's hesitation in tackling 
public ownership, the foundation 
on which the socialist system 
rests, has been the main stumb- 
ling block to reform of a sprawl- 
ing and heavily indebted state 
sector. 

Mr Wang describes proposed 
changes to the party's ideology, 
which will facilitate a further 
dilution of state control, as “a 
very deep-going reform”, and one 
which may, in time, turn China's 
system on its head. As he says: 
"We had two banners hanging in 
front of the socialist house: one 
read ‘egalitarianism’, and the 
other ’state ownership*. Deng 
tore down egalitarianism and 
now his successors are removing 
state ownership. It’s a deep 
change.” 

Jiang Zemin, the 70-year-old 
general secretary of the party 
and hitherto cautious centrist, 
has most to gain - and to lose - 
from the congress. On its eve he 
appears to be consolidating his 
control, but there are obvious 
risks. Communist China has not 
yet had a smooth transition from 
one leader to another. Mr Jiang 
understands this; hence the 
hyperactive campaign to sell new 
policies. 

For months, the state media 
have been softening up those 
likely to oppose further reforms, 
assailing so-called “diehard lef- 
tists" with a venom which might 
have been directed in the past at 
"capitalist readers”. 

The People's Daily, the commu- 
nist party newspaper and custo- 
dian of Marxist orthodoxy, has 
been at the forefront, belabouring 
the old centrally planned system 
and lauding the new. “We ran a 
planned economy for 20 years 
and created the foundations of 
industrialisation, but it was still 
an economy of scarcity and an 
economy of poverty," it said 
recently. 


Mr Clinton also needs to spell 
out exactly what he wants test- 
track authority for. One of bis 
main arguments is that the US 
otherwise risks foregoing access 
to world markets and being left 
out of regional trade arrange- 
ments. notably in Asia and 
Latin America. 

The argument is only partly 
convincing. The US could use- 
fully strengthen its political 
links with South American 
neighbours by joining them In a 
free trade area. But regional 
arrangements contain economic 
dangers. As US fears of exclu- 
sion imply, they can easily dis- 1 
criminate against non-members. ' 
while distracting political atten- ; 
tion from the multilateral trade j 
agenda. It is this which should ! 
be the overriding US priority. 

The World Trade Organisa- 
tion is due to launch important 
negotiations in 1999. which may 
develop into a full-blown trade 
round. Even if they do not, 
WTO members are committed 
to discuss further liberalisation 
of agriculture and services. 
These are cherished US objec- 
tives. of great potential benefit 
to the global economy. They can 
only be attained if the US is 
equipped to negotiate effectively 
and exercise leadership. 

The exigencies of the US elec- 
toral calendar make this Mr 
Clinton’s best remaining oppor- 
tunity to obtain the necessary 
authority. He should seek a 
mandate which has as its sole 
objective the promotion of trade 
liberalisation. Congress should 
be ready to grant it for a reason- 
able period, without unduly 
inhibiting the president's free- 
dom of manoeuvre. A bad test- 
track bill, festooned with extra- 
neous provisions or restrictions, 
would be worse than none at 
all. 
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Mr Jiang’s allies, such as Xing 
Bensi, tbe editor of Seeking 
Truth, tbe Communist party's 
theoretical journal, has sought to 
provide a "layman's guide” to 
proposed changes to central ide- 
ology, notably a redefinition of 
what the Chinese mean by “pub- 
lic ownership". 

“Maintaining public ownership 
as the main component does not 
mean maintaining state owner- 
ship as the main component. 
Public ownership does not mean 
state ownership," Mr Xing has 
said. "If these two are equated, 
we will bind ourselves hand and 
foot We may say that maintain- 
ing public ownership while allow- 
ing the development of diversi- 
fied economic sectors is the 
fundamental system in social- 
ism.” 

Wu Jinglian, one of China's 
most influential economists, ha s 
weighed in with thoughts on why 
China should give an ideological 
green light to public ownership, 
and attacked the notion that a 
broadly based shareholding sys- 
tem is anathema to socialism. 

“There is a common misunder- 
standing at the moment that only 
where there is a ‘state share’ or 
'collective share’ can we really 
call it a collective enterprise. 
Such a view is incorrect: all 
shareholders must really have 
their share of ownership rights of 
the collective enterprise," Mr Wu 
wrote in the Economic Daily. 

He also raised eyebrows 
recently when he defined social- 
ism as “social justice plus market 


economy". This was a definition 
that could fit almost any system. 

None of this means that China 
will rush to sell off lots of state 
assets the moment the party con- 
gress ends, following the example 
of. say, Russia or the Czech 
Republic. Gradualism has been a 
hallmark of Chinese reform. 
There is no reason to believe the 
post-Deng leadership will risk the 
sort of serious disruption (includ- 
ing worker unrest) that might 
result if enterprises, once freed of 
state control, reacted by impos- 
ing mass redundancies. Some 
100m people are now employed in 
stale-owned enterprises. 

But Beijing clearly recognises 
the need to deal with a festering 
sore: loss-making enterprises are 
plunging deeper into the red and 
tbe banking system is technically 
insolvent. China's state sector 
includes somes 118.000 industrial 
enterprises. About 70 per cent of 
them lost money in 1996 and the 
position worsened in the early 
part of this year. Reform is 
unavoidable. 

A recent IMF paper praised the 
steps the government has taken 
so far towards state enterprise 
reform, but also noted “much 
remains to be done, particularly 
in the areas of formally liquidat- 
ing and releasing the assets of 
loss-making enterprises, reducing 
accumulated enterprise indebted- 
ness, providing for market-based 
allocation of resources and 
clarifying the ownership of man- 
agement of larger state enter- 
prises". 
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Out of 
Afrikaners 

■ After the blessedly brief PW 

CBotba)and FW (de Klerk), 

South Africa's National party 
has chosen the almost 
unpronounceable Marthinus van . 
Schalkwyk as its new leader, ft's 
some consolation for the ' 
country's headline writers that 
van Schalkwyk js unlikely ever' ■; 
to become president 

Not that the eager 37-year-o)d 
will concede anything of the 
sort He reckons the ANCs 62 
. per cent share <rf the vote could 
'dropbelow 50 per cent for the 
1999 general election and 
<Krtainly fcr the poll five years <. 
later. If that happens, minority, 
parties- will be part of the 
. deal-making process and van 
Schalkwyk will be in cabinet by 
-right. 

Although an MP for seven - 
years, van Schalkwyk’s kept ah 
impressively low profile. Instead 
of making a splash in the wider 
world, he has concentrated on ' 
the party apparatus - a sensible 
.tactlcr considering that . 

yesterday's electorate comprised ■ 
just 105 senior party members, A 
lecturer in political science 
. before entering parliament, van > 
Schalkwyk had his acceptance - 
speech written before the vote. . 

Despite frantic digging by the- ' 
ANC, -little else has surfaced . • • 
about van Schalkwyk’s 


background - except that he 
supplied: information to the 
police during his days as a 
student leader. So the new 
National party leader starts with 
a fairly clean sheet, even if 
nonce’s quite sore what he’s 
going to write on it. 


Bon chance 

■ France Telecom r.hair mnrv 
Mich el Bon should be in a chirpy 
mood today when he announces 
the company^ half-year results. 
After a nail-biting wait, the 
54-year-old now knows that he’ll 
preside over the partial 
privatisation of the world's 
fourth-largesttelecoms operator. 
" Despite being a graduate of 
the elite Ecole Nationals 
d ’Administration - fancy 
finishing school for the 
country's bureaucrats - there is 
ho mistaking Ban's free market 
.- instincts. After all, he made his 
name with Carrefour in the 
cut-throat world of French 
retailing- This experience should 
stand him in good stead when 
France Telecom is exposed to 
thechiffwind of competition. 

Signs are ha’ll also have to 
deal wfth the odd intervention 
by Lionel Jospin’s Socialist-led, 
Communist-backed government 
The political powers have 
already puffed the rug an a 
share option' plan promoted by 
Bon for up to 1,500 senior 
employees. 


For the moment everyone is 
simply delighted that the float is 
going ahead. But Bon could yet 
reflect that dealing with former 
centre-right prime minister 
Alain Juppe - an old friend and 
Enarque contemporary - would 
have reduced the risk of crossed 
lines. 


Big league 

■ How are the mighty fallen. 
Two years ago Michael Ovitz - 
newly-arrived at Disney after 
dominating Hollywood at 
Creative Artists Agency - marie 
No 15 in Vanity Fair’s inaugural 
list of the top 50 most powerful 
people of the information age. 
Last year, be slipped to No 25 
when his role as Michael 
Eisner’s deputy and 
heir-apparent started to hit 
trouble. This year he is nowhere 
to be seen. 

Ovitz’s departure from Disney 
after faffing out with Eisner, 
clutching a rumoured SS5m 
compensation package, sparked 
much Schadenfreude among 
those who used to do his 
bidding. Vanity Fair haft . 
responded by TrapfoMpg him 
from its league. Biff Gates and 
Rupert Murdoch stiff top the list, 
while old favourites like Ted 
Turner, now under the wing of 
Gerald Levin at Time Warner, 
and Larry Ellison of Gracia, 
have climbed -into the top 10. 

Still, Ovitz is in good 


company. Like the World Series 
baseball tournament - played 
between American and Canadian 
teams - Vanity Fair’s league 
indudes absolutely no one who 
does not own or run a US 
business. 


In steppe 


I Malaysia's fmanrial markets 
are still looking fragile - but 
prime minis ter Mahathir 
Mohamad has decided to play it 
cool. The man who got distinctly 
hot under the collar during last 
week’s turmoil yesterday started 
a foreign trip that's got even his 
supporters flummoxed. It’s not 
that Mongolia and Kyrgyzstan 
have nothing to offer; Mongolia 
made a large oil find just 
recently and Kyrgyzstan has 
gold in abundance- But might 
the PM have chosen a better 
time to tour Asia’s outer limits? 

But maybe there's more to the 
top-level trip than meets the eye. 
While the ringgit Malaysia’s 
currency, has depreciated by 
nearly 20 per cent since early 
July, the Mongolian tugrik has 
been appreciating against the 
dollar. While Malaysian stocks 
have plunged, Mongolia’s Top 75 
equity index has been tracking 
Wall Street’s upward surge. 
Kuala Lumpur’s central Trank 
has seen its reserves tumble, but 
Mongolia's have, doubled this 
year, Snflmrk like Dr Mahathir 
could pick up a few tips. 


The trouble is that economic 
reform has implications for Chi- 
na's political system by eroding 
the base on which party control 
has rested in the cities. That base 
consists of a industrial proletar- 
iat nurtured from cradle to grave 
on state social guarantees and a 
management cadre whose first 
allegiance was to the party, not 
necessarily to the well-being of 
enterprises themselves. 

As Mr Wang, the author of The 
Third Eye, says: "Once these 
state enterprises turn to share- 
holding enterprises, they will 
cease to be the main pillars of the 
Communist party. Industrial 
workers who used to rely com- 
pletely on the state will be 
thrown into the marketplace. The 
symbiotic relationship between 
the state and industrial workers 
will be cut off." 

This means that while China's 
leaders may be contemplating 
new policies ter the next stage of 
economic reform, they will 
almost certainly struggle to con- 
tain any political fallout from 
such reforms and will remain 
extremely cautious about tinker- 
ing with tbe political system. 

Whether they will be able to 
move as slowly as they wish, 
however, is doubtful. Quite apart 
from the implications of eco- 
nomic chang e, rumblings on the 
eve of the congress indicate that 
internal debate about political 
change is intensifying. It may not 
be possible to hold back some 
political refrain if the party is to 
survive. 


Liu Ji. a top adviser to Jiang 
and vicepresident of the Chinese 
Academy of Social Sciences, Chi- 
na's premier think-tank, startled 
observers recently when he 
addressed publicly what had pre- 
viously been regarded as a taboo, 
namely political reform. 

“If the party is really a party 
that serves the people, that 
stands in the vanguard of tbe 
present age, then it must find 
new means to satisfy the 
demands of the people," Mr Liu 
said. “Because of this, when the 
15th party congress advances 
socialist construction, at the 
same time as making break- 
throughs in the economic field, 
we must . . . advance political 
reform." 

Mr Liu is not alone in trying to 
urge some sort of political 
reform. Other voices have also 
been raised, including that of Du 
Gang, an official of the Central 
Party School, an institution for 
the communist elite, who has 
criticised a widening gap 
between economic and political 
reform. “The contradiction 
between the political superstruc- 
ture and economic foundation is 
becoming more and more acute,” 
he said. 

All the same, party leaders 
seem to want to keep political 
reform modest At best the party 
congress might endorse an exten- 
sion of the '■grassroots'' democ- 
racy reforms which allow rela- 
tively free elections in villages. 
But it would be surprising if, at 
this stage, the leadership risks 
igniting popular demand for elec- 
tions at county or provincial 
level. 

Chinese officials are not exag- 
gerating when they describe the 
15th congress as a “watershed", 
both in policy and in providing 
dues about a younger generation 
of leaders who might come to 
prominence during the next five 
years. 

In the top leadership itself, few 
changes are expected. Mr Jiang 
appears intent on preserving the 
factional balance that has served 
China relatively well in the 1990s. 
The anointing as premier of Zhu 
Rongji, the reformist executive 
vice-premier, should ensure con- 
tinuity in policy-making and will 
certainly be welcomed by the 
international community, nota- 
bly business people. 

For Mr Jiang himself the con- 
gress Is critical. He seems to have 
concluded that his own interests 
and those of the country will be 
best served by unequivocally 
building on Deng’s legacy. He has 
moved more emphatically to 
assume Deng's reformist mantle 
than might have been anticipated 
in light of his reputation as a 
lukewarm reformer. Cleverly, he 
has re-focused attention on the 
reformist 1990s which have coin- 
cided with his ascendancy and 
away from the 1989 Tiananmen 
massacre which brought him 
unexpectedly to power. 

Mr Jiang may yet surprise his 
detractors, who have always pic- 
tured him as a colourless bureau- 
crat and a transitional leader. It 
is possible that “Jiang the cau- 
tious” will become “Jiang the 
reformer”. But if he does, be will 
need more than mere declara- 
tions at a party congress to over- 
come vested interests. If thing s 
go well at the congress. Mr Jiang 
will secure an important ideologi- 
cal victory. But it will be only the 
start of a wider struggle to make 
China a modern nation state with 
an economy to match. 


100 years ago 

Kldndyke Greed 
A transportation company 
has been formed in Chicago, 
which proposes to carry gold 
prospectors from Chicago to 
Dawson City for $800, 
Including board. But the 
kindness of this Company (to 
itself) is exceeded by that of 
another company at Seattle. It 
proposed to start a party on 
September 11 at $1,000 per 
bead, including board. It 
guaranteed to land passengers 
at Fort Cudahy “on or before 
15th June 1898," and offers 
the additional inducement of 
“employment at remunerative 
wages during the winter 
along the river, chopping and 
banking steamboat wood." it 
is not every day that a man 
gets tbe opportunity of paying 
£200 for the privilege of 
walking 1,500 miles in the 
depth of an arctic winter, 
with the fun of chopping and 
piling wood, and with the 
thermometer at 70 below zero 
thrown in. 

50 years ago 

Burma Mission 
Rangoon, 9th Sept Lord 
Lastowd, Secretary of State 
for Burma, disclosed In 
Rangoon to-day .that the . 
British Government had 
invited the Burmese Cabinet 
to send a financial mission to 
London, and that the 
Government of Burma Trad 
agreed to do so this month. 
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Yen higher after warning 
by US Treasury official 


By Paul Abrahams in Tokyo 
and Simon Kuper in London 

The yen rose sharply against 
the dollar yesterday as 
tensions resurfaced between 
Washington and Tokyo over 
Japan's growing trade 
surplus. 

The yen closed Y2.1 higher 
against the dollar in London 
at Y119.1 after Lawrence 
Sommers, US deputy Treasury 
secretary, told the Financial 
Times that Japan should not 
rely on export-led growth but 
should Instead stimulate 
domestic demand. 

His comments will put pres- 
sure on Japan's ministry of 
finance to assemble a package 
to boost domestic demand 
before the Group of Seven 
industrialised nations meets 
in Hong Eong later this 
month. Mr Summers said be 
would raise bis concerns at 
the G7 with Japanese officials. 


Washington has become 
increasingly worried about 
Japan's trade surplus, which 
has trebled to Y233.11bn in 
the last year. Japan’s exports 
have surged thanks to the 
yen's Y40 fall against the 
dollar over the last 30 months, 
while its imports are falling as 
the domestic economy has 
slowed down. 

Many economists say the 
Japanese recovery has stalled 
since April, partly because of 
a rise in consumption tax that 
Washington opposed. A dis- 
pute over Japanese port 
practices has added to trade 
tensions. 

Kenneth Landon. senior cur- 
rency strategist at Deutsche 
Morgan Grenfell in Tokyo, 
said yesterday: “Washington 
isn't trying to push down the 
dollar. But the Japanese may 
need to offer something in the 
way of cuts in corporate tax or 
income tax to show they are 


doing something aimed at the 
domestic economy.’’ 

Japan's finance ministry 
insisted it was in no position 
to move on taxes because the 
country’s deficit was already 
one of the largest in the G7. 

it would be politically 
embarrassing for the ministry 
to expand fiscal policy, as the 
government has been publicly 
committed to reducing the 
budget deficit. 

Few currency strategists 
expect the US administration 
to press for a stronger yen. 

Robert Rubin, US tre asury sec- 
retary, has often stated his 
support for a strong dollar. 
There are growing signs the 
Federal Reserve intends to 
raise interest rates soon, and 
file administration would be 
better able to argue against a 
rate rise if the dollar was 
strong, curbing import prices. 
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World Bank 
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consultation with the Thai 
authorities, its board warned 
that the growing deficit “had 
increased T hailan d’s vulnera- 
bility to economic shocks and 
adverse shifts in market senti- 
ment''. It also recommended a 
move to greater exchange rate 
flexibility. The World Bank 
pointed out that the growing 
importance of the developing 
countries as a whole would be 
driven by the “Big Five” - 

Brazil, China . Tnriia, Indonesia 
and Russia. They account for 8 
per cent to 10 per cent of world 
output and trade, a figure that 
could double by 2030 given 
continued policy reforms. 

The outlook for the develop- 
ing countries should be helped 
by subdued infla tion and inter- 
est rates in industrial coun- 
tries - which should promote 
continued growth in capital 
Hows - plus solid growth in 
world trade of 6 per cent to 7 
per cent a year. 

Mr Stiglitz also warned that 
the expansion of production 
facilities by multinationals in 
these countries highlighted the 
need for those states to set up 
regulatory structures that 
encouraged greater competi- 
tion. particularly in infrastruc- 
ture-based service sectors such 
as telecommunications. 


Germany 


Continued from Page 1 

Mr Jagoda described Germany 
as a “split economy". He said 
western German job losses - 
in contrast to the east - had 
probably reached a turning 
point. Seasonally-adjusted 
unemployment in the west 
rose by 12.000 last month to 
3.04m, 9.9 per cent of the work- 
force. In the east, it rose 36,000 
to L41m. or 18.8 per cent Over- 
all, 11.6 per cent of the work- 
force were unemployed. 


Sinn Fein to abide 
by outcome of talks 


By John Murray Brown 
in Belfast 

Sinn Fein, the political wing of 
the IRA, yesterday pledged to 
forswear violence and abide by 
the outcome of the multi-party 
talks on the constitutional 
future of Northern Ireland. 

Tony Blair, prime minister, 
responded imm ediately at the 
Trades Union Congress confer- 
ence in Brighton, saying the 
government would hold Sinn 
Fein to its promise. 

All eyes are now on the 
Ulster Unionists' executive 
meeting on Saturday when the 
province’s largest party will 
decide whether to break ranks 
with the hardline Democratic 
Unionists and participate in 
the negotiations. 

Sinn F&in’s formal commit- 
ment to the principles of non- 
violence, the so-called Mitchell 
principles after US Senator 
George Mitchell, chairman of 
the talks, was the only item on 
the agenda of the plenary 
meeting of the multi-party 
talks. The substantial political 
negotiations on Ulster’s consti- 
tutional future are due to be 
launched by the British and 
Irish governments on Monday. 


Gerry Adams, Sinn F§in 
president, called the special 
session at Stormont a water- 
shed, in spite of the absence of 
all five unionist parties. 

Ray Burke. Irish foreign 
minister, was upbeat, predict- 
ing the negotiations could 
prove “the most significant 
since those that led to the 
Anglo Irish Treaty in 1921”, 
which resulted in the partition 
of Ireland. 

But Jim Gibney. Sinn FSm's 
spokesman, said later on BBC 
radio that Sinn Fdin's move 
did not mean a permanent «md 
to IRA violence. 

He said Sinn F6m had no 
difficulty affir ming the use of 
exclusively peaceful m«ms to 
settle political differences. “As 
a political party that is the 
only means that we have ever 
used." 

But he added that any nego- 
tiated settlement had to 
address the source of conflict 

“When we get to that stage, I 
would say with confidence 
that there is no way bads for 
people who are involved in 
armed activity. We haven’t got 
that negotiated settlement yet 
We are in the process of 
searching for it" 


Palestine 
leaders set 
to pursue 
tougher 
policy 

By Judy Dempsey 
In Jerusalem 


The Palestinian leadership 
warned yesterday It was pre- 
pared to embark on a policy of 
“confrontation" in a bid to 
defend the Oslo peace accords 
and to establish an indepen- 
dent state if the Israelis 
continued taking unilateral 
measures. 

The hardening of the Pales- 
tinian position, which the lead- 
ership will make clear to 
Madeleine Albright, US secre- 
tary of state, when she arrives 
in the region today, is the out- 
come of a long and bitter 
debate within Fatah, the larg- 
est movement in the Palestine 
Liberation Organisation 
headed by Yassir Arafat 

The warning, published by 
Fatah in the latest edition of 
the Jerusalem Times, an inde- 
pendent Palestinian newspa- 
per, reflects growing frustra- 
tion among Palestinians with 
the policies of Benjamin 
Netanyahu, the Israeli prime 
minister. 

It accuses him of expanding 
settlements, ivwfiwitiwg land, 
and imposing “collective pun- 
ishment” on Palestinians 
through closures of the West 
RanV and fl ara Strip in the 
name of security. 

Yesterday, the Israeli gov- 
ernment hardened its own 
position, signalling how both 
sides have become entrenched 
ahead of Mrs Albright's 
visit 

It issued a 10-point plan call- 
ing on the Palestinian Author- 
ity to do all it could to fight 
terror i sm, saying the authority 
must dismantle the infrastruc- 
ture of terro rism, which the 
Israelis claim helped Hamas 
militan ts kill 25 people in two 
soidde bomb attacks. No one 
has yet been charged. 

Fatah, speaking on behalf of 
the Palestinian leadership, 
said it would refuse to Imple- 
ment security measures 
according to “Israeli dictates". 

Fatah also said the “100 per 
cent security" Israel demanded 
of the PA was impossible. 


lives 


Albright tour. Page 6 


VW chief denies plan to buy Porsche 


Continued from Page 1 


Bruno Adelt. VW's group 
finance director, said the 
rights issue was designed to 
realign shareholders* funds 
with turnover after a period of 
beady sales growth. “We pri- 
marily see it as a consolidation 
of the passive side of our bal- 
ance sheet" he said. 

Mr Adelt would not give 
details of the timing or issue 
price for the new equity, 
which will significantly dilute 


current shareholders. He said 
the fall in VW’s shares, which 
have climbed sharply this 
year, would be temporary and 
that the rights issue “will in 
the long term contribute to 
higher profit margins". 

VW announced record sales 
for its four brands in the first 
eight months of this year. 
While group sales climbed by 
9.8 per cent to 2L92m units, the 
Audi, Seat and Skoda subsid- 
iaries all recorded higher 

inrrpag RR 


Sales by the Audi executive 
cars operation increased by 
14.6 per cent to 370.000 units; 
Seat the group’s Spanish sub- 
sidiary, reported a 12.2 per 
cent sales rise to 268,000 units; 
while Skoda of the Czech 
Republic recorded a leap of 
almost 28 per cent in sales. 

Robert BQchelhofer, VW’s 
group head of sales and mar- 
keting, said the platform strat- 
egy was not prompting buyers 
to purchase VW's cheapest 
brands. 


Europe today 

Scandinavia and north -eastern 
Europe will be cool with scattered 
showers although Oslo and other 
places sheltered from the gusty 
north-west wind could remain 
mostly dry with some son. A ridge 
of high pressure over western and 
centra] Europe will bring plenty of 
sunshine but it will be cool, 
especially near the Baltic Sea. The 
Mediterranean wiD be hot and 
sunny but the Balearics could have 
a few thundery showers. A cold 
front across the Balkans through 
Bulgaria and into the Black Sea 
region will bring showers and a 
sharp drop in temperature. 

Five-day forecast 

High pressure will dominate central 
and eastern Europe bringing settled 
weather with sunny spells. Western 
and north-western Europe will 
become cooler on Friday with a few 
showers. The Mediterranean will 

remain hot and mostly sunny, apart 

from the odd thundery shower over 
Spain and southern Italy. 

TODAY’S TEMPERATURES 



Situation at mkMry. Temparshras maximum hr day. Forecasts by PA WeetharCantre 
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THE LEX COLUMN 


Issues of confidence 


Europe’s bankers have returned 
from holiday to a bulging equity 
Issuance calender. Boosted by a 
stream of telecommunications pri- 
vatisations, as much as $40bn-$50bn 
business is expected In the 
half of the year. This should take 
total issuance comfortably past last 
year’s $10Gbn figure and the $iQ9bn 
record in 1994. Most of this Is priva- 
tisation work, but there is *kn evi- 
dence of some companies - Volks- 
wagen is a recent example - using 
the opportunity of high share prices 
to raise funds. 

The curiosity is why more compa- 
nies have not taken a similarly 
opportunistic line - a function, per- 
haps. of stronger balance sheets 
and greater commitment to share- 
holder value. Volatile stock markets 
have certainly jangled investors’ 
nerves recently. But with liquidity 
strong - buoyed by low interest 
rates, solid dividend growth 
growing mutual fund Inflows - 
demand should stay healthy. More- 
over, retail investors across Europe 
are buying privatisation stocks; wit- 
ness Spanish oil company, Repsol, 
whose retail tranche was 40 times 
oversubscribed. 

The big question is what will hap- 
pen if global equity markets crack. 
Short term, liquidity would dry up 
as retail investors and fund manag- 
ers dashed Scar cash. But the outlook 
might not be so gloomy; corporate 
issuance would slow, but the priva- 
tisation schedule would probably 
lumber on. And, with Europe exper- 
iencing; a secular shift in favour of 
equities, demand should recover 
fairly quickly. 

US mutuals 

Demutualisation has largely 
passed the US by. True, Mutual Life 
Insurance Company of New York 
yesterday said it planned to convert 
intn a public company. That only 
underlines how tmirh of the indus- 
try - Including Pr udential the larg- 
est life assurer, and State Farm, the 
biggest general insurer - is din g in g 
to mut uali ty. In contrast, building 
societies and insurers in Britain, 
South Africa and Australia have 
been rushing to the stock market. 

Until recently, there was little 
pressure on US mutuals to change. 
Legislation limi ted competition and, 
in a highly fragmented market, 
most companies stuck to their par- 
ticular niche. The complexity of the 
conversion process - it took The 
Equitable mare than a year ifi 1992 
- is also unconvincingly cited as a 
deterrent With deregulation a flood 


FTSE Eurotop 300 index 
948.6 '(-5.8) 

European equity issues 
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of new rivals, from the and 

GE Capital to mutual funds, is 
intruding. As c ompetiti on increases, 
mutuals will need access to new 
capital, a more flexible structure, 
and properly incentivlsed manage- 
ment n amirtriaHaatinn can provide 
all three. 

There is a danger, however. Some 
US states, including California, 
allow a half-way house - the 
mutual holding company - 'tqHpt 
which mutual companies float off a 
minority stake in a subsidiary to 
raise capital, without fully embrac- 
ing the disciplines of the stock mar- 
ket or paying out a cent to policy- 
holders. Not surprisingly, many 
mutual marmgpmwitg would prefer 
this compromise. Their policy- 
holders should not allow it 

Scotland 

On the free of it the worries over 
devolution in parts of the Scottish 
business community look overdone. 
Why such a fuss about the proposed 
freedom for the Scottish parliament 
to jack up income tax by just 3 ps- 
cent? Even if. despite the Labour 
party’s five-year self-denying 
pledge, this were used it would 
hardly present a serious threat to 
businesses' competitiveness - let 
alone offset Scotland's many attrac- 
tions as a place to live and work. 

The snag, of course, is feat the 
current proposals could prove the 
thin end of a wedge. Suppose the 
Scottish parliament, once estab- 
lished, gradually became frustrated 
by the 3 pa* cent straitjacket It 
might want to raise taxes further, 
or perhaps target businesses more 
directly than the present proposals 
allow. Faced with strong pressure 
from an elected Scottish chamber. 


would the UK parliament really 
resist? It seems unlikely. Indeed. 
English legislators have every inter- 
est in allowing Scottish taxes to 
rise, since this could provide a 
splendid excuse to cut the Scote^ 
disproportionate share of the UK 
tax take. 

Yet tte question before Scottish 
votere is not whether their taxes 
should rise. It is whether local 
people should have more say in the 
decision. And if businesses believe 
there is a case for low taxes, they 
should have the confidence to argue 
it in a devolved debate. The argu- 
ment that Scottish voters ar e bourn ! 
to ignore their own best interests is 
not campefijng- 

UK labour 

Tony Blair tossed Britain’s trade 
i^nirms a sop by promising them the 
ri ght to recognition if most of a 
company’s employees want it. But 
the UK prime minister’s bottom line 
- that labour market flexibility is 
here to stay - will be cold comfort 
to those dreaming of a return of 
union power. Unions are definitely 
on the back foot, with less than a 
third of the workforce unionised 
compared with half when the Tories 
took power in 1979. In the private 
sector, the figure is only a fifth. 

Though Mr Blair has no intention 
of tinning the clock back, some of 
his reforms will probably make the 
labour market a touch more rigid. 
More wor ry in g than union recogni- 
tion are the plans for a minimum 
wage. Mr Blair may hope his poli- 
cies for getting people off the dole 
and into the workforce win cut the 
jobless totaL But it would be sur- 
prising if the net effect of all these 
programmes was to drive down the 
“natural” rate of unemployment, 
the level below which inflation 
starts to accelerate. 

In the public sector, unions may 
well try to exploit the changed 
political climate - particularly 
since running costs have been fro- 
zen for five years. But, in the pri- 
vate sector, the main worries con- 
cern not politics but the economic 
cycle. At present employee earn- 
ings growth is a subdued 4Y« per 
cent despite unemployment of only 
5% per cent But vacancies are at 
high levels and skills shortages 
emerging. Even if unions remain 
largely an irrelevance in pay bar- 
gaining, employers will probably 
have to pay more. 

See additional Lex comment on 
Bioconipatibkis. Page 26 


TRAVELLERS 

CHECK 



For many or ganisations , business travel is a massive expense, one where die 
cost of international flights, botch, car hire, taxis and credit cards can have sig- 
nificant bottom-line impact. 

Questioning your company's business travel arrangements is waantinl for 
effective cost control. Are you getting t&e best travel deals? What’s new in the 
business travel market? Are there better vahxe-fbr-mooey alternatives? 

Check oat the answers at Badness lYavd 98. 

Business Travel 98 is Europe’s premier event dedicated to the mana gwr^n e 0 f 
coiporate travel expenditure. . The exhibition brings you &ce to face with die 
world’s le ading travel providers, so you can negotiate directly for the tn- nyr tf 
prices in the mater and listen to the advice of respected speakers at what are 
widely regarded as the best corporate travel seminars in die UK. 


Check in earfy 

Register now to receive your complimentary admission tickets, 
exhibition preview and discounts on seminar bookings. 
Call the 7idtef Hotline on 

0181 no 2183 


Business Trave l 98 , Business Design Centre, London, UK. 70-12 February 199$ 


sponsored by 

FINANCIAL TIMES 

No Fi; no comment. 
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INSIDE 


Brazil grapples 
with changes 

Brazil Js one -the world's fastest-growing 
hisurasce markets,drlvmi by deregulation, 
'three years of economic stability and growing 
C ons u m er Confidence; But. two recent deals 
Involving foreign insu r ance groups show the 
pace of change creates problems as well as 
opportunities. Page 20 - 

Dismay aft Voflciwagmt share hsue 

Volkswagen share- 
holders have clearly 
shown their dismay 
about last week's 
surprise 54.4bn share 

... issue announcement 

by driving down the company's share price. In 
Spite of VWs efforts, the hottest topic at this 
week's Frankfurt Motor Show was what VW 
m i gh t, do with, the money it plans to raise. 

Page 24 

titan hides It* roots for drive upmarket 

How does a globally ambitious company in India 
pitch an upmarket product into one of the 
world's -fiercest and most quality -conscious con- 
sumer goods markets? in the case of Titan 
industries, India’s biggest luxury watchmaker, 
the answer is by disguising its Indlan-ness. 


Frankfurt Motor 


HP alms to lead business PC market 

Hewlett-Packard has unveiled products and ini- 
tiatives aimed at mafcfng it the world's leading 
business personal computer manufacturer by 
2000. The company said it intended to vie for 
leadership in every key segment of the PC mar- 
ket over the next few years. Page 41 
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Dresdner chief to step down 

By Andrew Hshar in Frankfurt ^ _ . , nnd commercial banking 

jurgen sarmsin is to step New appointment to raise bank s profile llr Walter „ fc 
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By Andrew Fisher in Frankfurt 

JUrgen Sarrazin Is to step 
down as chairman of Dresdner 
Bank next year. The unex- 
pected move is thought to sig- 
nal the bank’s desire to raise 
its profile at a time of rapid 
change in German banking. 

Mr Sarrazin, who rarely 
speaks to the press, will be 
succeeded by Ber nhar d Walter, 
currently responsible for cor- 
porate and institutional busi- 
ness. The decision, which 
comes into effect after next 
May's annual meeting, was 
taken by the management 
board yesterday. 

Although Mr Sarrazin has 
built up Dresdner's interna- 
tional business and steered It 


S Korea 
drinks 
group 
Jinro goes 
bankrupt 

By John Burton In Seoul 

Jinro, South Korea’s largest 
liquor group, yesterday 
became the nation's third big 
conglomerate to go bankrupt 
this year after the collapse of 
the Hanbo and Sammi steel 
groups. 

The bankruptcy of Jinro, 
which has debts of nearly 
$3bn, has renewed fears of tur- 
moil in financial markets. The 
Seoul bourse fell by 1.3 per 
cent to 688.97 points on 
concerns of further corporate 
insolvencies. 

The Korean currency 
dropped to a seven-year low of 
Won90fL90 to the US dollar. 
Many Korean companies are 
having trouble servicing their 
debts because of an economic 
slowdown and cautions lend- 
ing by the nation’s heavily 
exposed banks. 

Jinro amassed large debts 
because of risky expansion in 
.the -retail and construction 
sectors. 

Its debt burden of 85 times 
equity was the highest among 
Korea’s 30 leading conglomer- 
ates last year, and its finan- 
cial costs amounted to 21 per 
cent of sales of Wonl,488bn 
(SI.63tm). 

It posted a net loss of 
WonI56JSbn ht 1998. 

Jinro’ s main businesses 
include the production of soju, 
a popular Korean liquor, and 
a joint venture brewery with 
Coors of the US. It also oper- 
ates a whisky joint venture in 
Scotland. 

On Monday, Jinro, South 
Korea's 19th largest industrial 
group, asked the courts to 
intervene in its negotiations 
with creditors to re-schedule 
payments on its debts of 
nearly 93bn after it failed to 
make debt payments of 93.5m. 

But it was declared bank- 
rupt yesterday when it failed 
to honour debt payments of 
$45m. A company that fails to 
honour debts on two consecu- 
tive days is considered bank- 
rupt In Korea. 

Jinro’s financial problems 
became apparent in the 
spring. 

It was the first company to 
benefit from a temporary 
scheme giving insolvent com- 
panies protection from their 
creditors. 

The scheme was set np by 
banks as part of efforts to 
avoid economic instability in 
the wake of the collapse of 
Hanbo and Sammi, 

Jinro’s debt service obliga- 
tions were frozen for several 
months whlle-.it sought to sen 
property and other assets to 
raise capital 

But Jinro received only 
Won217bn through asset dis- 
posals, short of its target of 
Wonl^OObn. 

The company’s collapse has 
raised further questions about 
the effectiveness of the anti- 
bankruptcy prevention pro- 
gramme. 

The Dainong retail group, 
which also received temporary 
protection under the same 
programme, was dismantled 
two weeks ago after creditor 
banks decided that it could 
not be saved. 

Another important test of 
the programme will come at 
the end of this month, when a 
two-month grace period on 
debt payments for Kia, the car 
group, expires. 

Many analysts, believe that 
Kia, the nation’s eighth 
largest conglomerate, might 
then be forced into bank- 
ruptcy because efforts to 
restructure ' its operations 
have failed to make much 
progress. 


into investment banking and 
asset management, be is a less 
adept public communicator 
than his competitors. 

Some analysts 

said his five-year period as 

chnirmnn wOS UPUSUOMy Short 

by German standards. “Mr Sar- 
razin has been involved in 
some important changes, like 
the purchase of Klelnwort Ben- 
son [the UK investment 
bank],” said Dieter Hein, bank- 
ing analyst at Commerzbank. 
“But in public, he Is rather 
reserved. These days, you need 
someone who can represent 
the bonk to the outside world.” 


However, Mr Walter, 55, does 
not have a high profile on the 
German banking scene either. 
He was responsible for build- 
ing up the bank in east Ger- 
many after unification. 

“This does not strike me as a 
huge change in direction,” said 
Mr John Leonard, London- 
based banking analyst at Salo- 
mon Brothers, the US invest- 
ment bank. 

Dresdner said its decision to 
announce Mr Sarrazin 's suc- 
cessor would allow “the steady 
continuation of the successful 
business policy of the Dresd- 
ner Bank group”. 


This would apply especially 
to the further development of 
its foreign business and the 
restructuring of its domestic 
retail network. 

Mr Sarrazin said recently 
the bank Intended to expand 
its investment banking busi- 
ness in the US. It also plans 
closer co-operation with Alli- 
anz insurance in asset manage- 
ment. 

However, the integration of 
Kleinwort Benson, bought in 
1995, has proceeded slowly, 
with Mr Sarrazin wanting to 
avoid too much friction 
between investment banking 


nnri comm ercial banking cul- 
tures. 

With Mr Walter set for at 
least five years as chairman, 
the next generation of poten- 
tial candidate s will now have 
time to prove themselves, ana- 
lysts said. They saw the influ- 
ence of Mr Wolfgang ROller, 
head of the supervisory board, 
in yesterday's decision. 

Dresdner will be displaced 
from its second-place ranking 
if a planned Bavarian banking 
merger goes through. It will be 
pushed further down the 
league if Berliner Ba nk gesells- 
chaffs merger talks with a 
Hanover-based public sector 
bank succeed. 

Bavarians upbeat. Page 22 


Industrial holding group agrees to take over Italian fashion house 


V alentino set 
to be sold in 
$283m deal 


By Paul Betts in NEIan and 
Alice Rawstfiom in London 

Valentino, one of Italy's best 
known fashion houses, is to be 
taken over by Holding di Parti- 
cipation! Industriali (HPD, the 
Industrial holding group 
controlled by some of Italy’s 
biggest private companies 
including Fiat, Mediobanca 
and Pirelli 

The proposed deal, whereby 
HPI will pay, according to 
Milan analysts, L500bn ($283m> 
for up to 100 per cent of Valen- 
tino, comes at a turbulent time 
for many famous fashion 
groups. 

Giorgio Armani, the Milan- 
based designer, last month 
revealed proposals to restruc- 
ture his business, fuelling 
speculation that be was 
planning a flotation or to 
sell a stake to a larger 
company. 

The future of Gianni Versace 
is uncertain after the murder 
of its founder. The Versace 
group has postponed plans to 
go public. Donatella Versace, 
the late Italian designer's 
younger sister, will show her 
debut collection as chief 
designer in Milan next 
month. 

Donna Karan, the New York 
fashion house, recently re- 
shuffled its senior manage- 
ment in an attempt to return 


to profits growth. Louis 
Vuitton and Herrnds. the 
French luxury goods groups, 
will launch the first fashion 
collections of their new chief 
designers, Marc Jacobs and 
Martin Maigiela, in Paris next 
month. The Valentino deal fol- 
lows months of negotiations. It 
is intended to secure the 
future of the company, wholly 
owned by designer Valentino 
Garavani and his business 
partner. Giancarlo GiammettL 

HPI, which failed earlier this 
year to merge with the 
Marzotto textile group, yester- 
day confirmed it had reached a 
preliminary agreement to take 
either a majority stake, or full 
control, of Valentino. It is con- 
ducting due diligence of the 
fashion house, whose branded 
products this year are expec- 
ted to generate wholesale reve- 
nue of Ll^OObn. 

Mr Giammetti said Valen- 
tino intended to acquire a 
Braun holding in HP I. which 
owns the GFT textile group, 
Fila sportswear, and publish- 
ing and paper businesses. 

GFT has long manufactured 
clothing for Valentino and 
rival designers such as 
Armani, Ferre and Prada. It 
claimed these contracts would 
not be affected by the Valen- 
tino accord. 

HPl's shares closed 4.7 per 
cent higher at L912 on the 


Hospital group’s 
shares fall 11% on 
earnings warning 


By Tracy Corrigan 
in New York 

Shares in Columbia/HCA 
Healthcare, the troubled US 
hospitals group, dropped by 11 
per cent yesterday after it 
predicted third quarter earn- 
ings lower Thun last year's. 

The company, the largest 
provider of healthcare services 
in the US, is under investiga- 
tion by government agencies. 
Several officials have been 
indicted. The investigation 
appears to ' centre on the 
group’s billing practices. 

The company said its hospi- 
tal admissions fell In August 
Its shares dropped $3ft to $29 
on the news, accelerating the 
slide in its share price from a 
52-week high of $44%. 

Moody's, the US rating 
agency, recently warned that 
publicity given to the investi- 
gation could have an adverse 
effect on the company’s hospi- 
tal utilisation rates, hurting 
cash flow. 

Columbia/HCA said third 
quarter revenues would be flat 
to slightly down on the same 
period of the previous year, 
producing earnings per share 
of $0^040^5 compared with 
$0.46 last year. The company 
estimates, that same-fa cilit y 
admissions fell by about 1 per 
cent in August, after rising by 
1.6 per cent in July over the 
previous year. 

Thomas Frist, who became 
chairman and chief executive 
officer of the company in July 
following the resignation of 
founder Richard Scott, said he . 
would “continue to examine 
the company's cost structure 
and staffing needs and respond 
accordingly, if admission 


trends continue to be soft”. He 
added: “With the changes 
already made, and others soon 
to be announced, we are confi- 
dent we are laying the founda- 
tion for a strong future.” 

Since taking over. Dr Frist 
has announced changes to pol- 
icy and strategy, including 
plans to sell the company's 
home care division, rein in its 
acquisition programme, aban- 
don efforts to develop a 
nat-innai brand and abolish the 
practice of selling interests in 
its hospitals to doctors. 

It has cancelled construction 
projects worth $250m and is 
reviewing others worth a fur- 
ther $200m-$SOOm. A review by 
lawyers Latham & Watkins 
and accountants Deloitte & 
Touche is under way. 

“The hospital business is 
tough, even [for companies] 
not under investigation by the 
government,” said Kenneth 
Abramowitz, an analyst at 
Sanford Bernstein. He expec- 
ted further asset sales to be 
announced: “If they can’t man- 
age what they have, by defini- 
tion they should slim down.” 

On Monday, Moody's rating 
agency lowered Colum- 
bia/HCA's long term debt rat- 
ing to BAAl horn A3, citing 
the “current risks and uncer- 
tainties” facing the company. 
The agency said “the scope 
and substance of the investiga- 
tions are unclear and it will be 
a lengthy process.” 

Moody's believes that there 
is the possibility that in addi- 
tion to potential financial pen- 
alties, there is a risk that 
adherence to newly estab- 
lished compliance programmes 
may have a negative impact on 
cash flow. 



Cindy Crawford and Valentino Garavani. who hopes the HPI 
takeover will secure his company’s future pan PtappwfM«RMa» 


Milan bourse yesterday, when 
the financial markets wel- 
comed the acquisition after the 
attempted Marzotto merger. 

The deal was interpreted as 
affirming the declared strategy 
of Maurizlo Romiti, HPl’s chief 
executive and son of Cesare 


Romiti, the Fiat chairman, to 
expand HPTs industrial activi- 
ties. He is expected to seek to 
strengthen HPTs publishing 
interests, which centre around 
the Rizzoli-Oomere della Sent 
group by clinching interna- 
tional joint ventures. 


Lonrho to 
acquire 
Tavistock 
for $360m 

By Ross Tieman in London 
and Mark Ashurst 
in Johannesburg 

Lonrho, the UK-based 
conglomerate, has signed a 
memorandum of understand- 
ing to acquire Tavistock Col- 
lieries from JCI, the South 
African mining group, for 
Rl.Tbn (S36Qm). 

The vehicle for the acquisi- 
tion is likely to be Duiker Min- 
ing, a quoted South African 
company in which Lonrho has 
a beneficial 61 per cent 
interest 

Provided due diligence 
reports are satisfactory, the 
deal will lead to a merger of 
two companies mining adja- 
cent reserves east of Johannes- 
burg. It will create one of the 
world's larger coal producers, 
with annual production of 
more than 20m tonnes. 

Agreement on the sale of 
Tavistock was reached two 
months after talks between 
Lonrho and JCI about a £2bn 
merger of their entire busi- 
nesses collapsed. 

Instead, JCI is expected to 
use funds from the sale of Tav- 
istock to help exercise Its 
option to acquire a 26.7 per 
cent stake in Lonrho from 
Anglo-American Corporation 
of South Africa for R2.45bn. 
The option, effective this 
November, was acquired after 
Anglo was ordered to with- 
draw from Lonrho by the 
European Commission, con- 
cerned about concentration of 
world platinum production. 

According to a statement 
from Lonrho, the Tavistock 
transaction is subject to a due 
diligence investigation by Lon- 
rbo, to be finalised by Septem- 
ber 30, and the execution of 
the acquisition agreements 
within a week after that. 

The deal was struck a month 
after JCI rejected an offer for 
Tavistock, said to have been 
worth R2bn, from Gold Fields 
of South Africa. 

Buying Tavistock is in line 
with Lonrho’s strategy to sell 
or demerge its trading inter- 
ests in Africa and the UK, and 
focus on its African gold, plati- 
num and coal mining interests. 

Last year output from Dui- 
ker, chaired by Terence Wil- 
kinson, Lonrho's mining direc- 
tor. reached B.89m tonnes, 
generating operating profits of 
($52m). 

The disposal of Tavistock 
would hasten JCI’s transfor- 
mation from a diversified 
South African mining house 
into a specialist gold producer. 


AKIN, GUMP, STRAUSS, HAUER & FELD, L.L.P. 


Is pleased to announce 
the opening of our London office 
and completion of the following 
major transactions: 


The purchase by Corral Petroleum Holdings AB of the 
Government of Morocco’s holdings in Societe Anonyme 
Marocaine de l’lndustrie du Raffinage and Societe 
Cherifienne des Petroles. 

The formation of LUKARCO, a $5 billion joint venture 

for oil and gas exploration and transportation projects, 
by LUKOIL and Arco, the subsequent acquisition of an 
interest in the Caspian Pipeline Consortium, and the 
issuance of $125 million of guaranteed notes by 
LUKOIL Finance BV. 
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COMPANIES AND FINANCE: AMERICAS 


Country becomes the latest to swap debt with an issue of $500m of 30-year global bonds 


Panama to exchange its Brady bonds 


By Stephen Rdler, 

Latin America Editor 

Panama yesterday became 
the sixth country to 

awnnnnw Bn offering Of DBW 

30-year bonds in exchange 
for the Brady bonds that 
were Issued in settlement of 
Its, 1980s debt to interna- 
tional banks. 

The Pan amanian govern- 
ment said it intended to 
issue at least $500m of global 
bonds, to be registered with 
the US Securities and 
Exchange Commission, in 
exchange for Brady bonds, of 


which about S2.74bn was eli- 
gible. The Brady bonds were 
issued only last year to set- 
tle the $3-5bn of loans and 
back interest the govern- 
ment owed to banks and 
other creditors. 

Last week. Argentina and 
Venezuela announced simi- 
lar swaps, following offer- 
ings by Mexico. Brazil and 
the Philippines. 

Such swaps offer the 
opportunity for investors to 
increase their returns and 
for governments to reduce 
their debt-servicing costs. 

This apparent anomaly is 


because the swaps allow gov- 
ernments to liberate capital 
tied up as collateral in the 
Brady bonds, usually in the 
form of low-yielding zero 
coupon US Treasury bonds. 

Although in theory inves- 
tors can strip out these US 
Treasury bonds, in practice 
it is difficult and expensive, 
said Peter West, chier econo- 
mist at BBV La tin vest In 
London. Governments are 
therefore increasingly swap- 
ping bonds. 

Governments can also 
improve the timing of their 
debt maturities. Moreover, 


Brady bonds also contain 
provisions for governments 
to call the bonds if their 
prices rise above par - a 
potential worry for investors 
when interest rates are fall- 
ing, Mr West said. 

BancBoston Securities and 
J- P, Morgan, the lead man- 
agers, also said that up to 20 
per cent of the new bond 
issue would be offered for 
cash. 

The yield on the new 
bonds win be determined, as 
it has been in previous offer- 
ings, by modified Dutch auc- 
tion and the results 


announced on September 19. 

In a sign that its offering 
was being well received, 
Venezuela said the spread 
over US Treasury paper cm 
the new bonds it will issue 
would be 3.25 percentage 
points, the minim um spread 
indicated when it announced 
the swap. 

Argentina will announce 
the spread on its new bonds 
this morning, with some 
expecting it to be below 3 
percentage points. Venezuela 
announces the results of its 
auction tomorrow, and 
Argentina on Friday. 


The price of Panamanian 
Brady bonds rose this mom - 
ing by up to 2V4 per cent as 
expectations mounted that 
the offer would be 
announced. 

Guillermo Chapman, Pana- 
ma’s p lanning minfafar told 
investors in March that the 
government had already 
bought back some Brady 
bonds in the secondary mar- 
ket 

There was also market 
speculation that Ecuador, 
said to have been a past 
buyer in the secondary mar- 
ket was considering a swap. 


World’s insurers take up Brazilian policy 

Economic reforms have made the country one of the world’s fastest growing insurance markets 
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D eregulation, three 
years of economic 
stability, sharp 
increases in spending on 
housing and durable goods 
and a growing number of 
people feeling secure enough 
to plan for their futures have 
made Brazil one of the 
world's fastest growing 
insurance markets. 

But as two recent deals 
show, the pace of change is 
creating opportunities for 
some and problems for oth- 
ers. 

The opportunities are 
illustrated by the biggest 
investment yet by a foreign 
insurer In Brazil. American 
International Group (AIG). 
one of the world's largest 
insurers, will pay $50Qm to 
enter a joint venture with 
Unibanco Seguros. Brazil's 
sixth biggest, under which 
AIG’s Brazilian office - 
established in 1948 - and its 
local partner will take 49 per 
cent of each other's voting 
stock. Payment is over 12 
months following completion 
of due diligence in the next 
few weeks. 

The problems are illus- 
trated by the rescue of Bra- 
zil’s biggest provider of 
health cover. Customers of 
Golden Cross, a privately- 
owned insurer and health 
plan administrator, stopped 
paying their bills and doc- 
tors stopped treating them 
after the company ran up 
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debts of at least $i50m. On 
the verge of collapse, it 
handed operational control 
to Excel Econdmico. a high 
street bank which this year 
formed a joint venture with 
Cigna, the US insurance 
group. 

Excel Econdmico, with 
Cigna's support on the insur- 
ance side, will run Golden 
Cross for three years and 
then either exercise an 
option to buy control or take 
a “success fee" if Golden 
Cross is sold to a third party. 

“The AIG deal is typical of 
the kind of investment a lot 
of foreign insurers have been 
talking about” says Walter 
Graneiro of Captitollo Insur- 
ance Consulting in Brasilia. 
“The Golden Cross deal 
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shows how much tighter 
competition has become for 
local companies.” 

The changes in the sector 
began in the mid-1980s with 
deregulation, culminating in 
a 1992 law that removed 
restrictions. Until then, the 
government had control over 
everything from marketing 
to products and pricing and 
many big foreign insurers 
who had been in Brazil for 
decades, including AIG and 
Cigna, had become almost 
static as their freedom of 
movement was curtailed. 

Economic reforms fol- 
lowed. bringing inflation 
down from 50 per cent a 
month to about 6 per cent a 
year. But this has cut two 
ways. 
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On one hand, economic 
stability and a strong cur- 
rency have created richer, 
more confident consumers 
and made planning possible 
again across the economy. 


O n the other, price 
stability has meant 
that many compa- 
nies, particularly in the 
financial sector, may no lon- 
ger rely on sophisticated 
financial engineering to 
extract profits from high 
inflation. Instead, they have 
had to return to core activi- 
ties, relearning basic skiffs 
many have forgotten. 

“The changes have opened 
opportunities but they have 
also exposed inefficiencies.” 
says Mr Graneiro. “Many 


AM of the seaaitias having been soU. this announcement appears aa a matter a! record only. 
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local insurers need the capi- 
tal and know-how interna- 
tional companies can offer, 
but they can also offer valu- 
able experience in the local 
market” 

The number of deals In the 
industry jumped from four 
in 1995 to eight in 1996 and 
to 14 so far this year. Among 
them are a joint venture 
between Aetna of the US and 
Sul America. Brazil’s biggest 
Insurer, involving invest- 
ments of $486m by Aetna. 
Liberty Mutual bought con- 
trol of Paulista Seguros; ITT 
Hartford entered a joint ven- 
ture with Icatu Seguros. 
Hannover and Allianz, both 
of Germany, have increased 
long-standing investments. 
And more can be expected. 


“The movement of foreign 
Investors into Brazil has 
been very quick,” says Josfi 
Roberto Haym of Unfbanco 
Seguros. “For the fist year 
[after the 1994 reforms] 
people were taking stock. 
Then they spent a year 
looking at potential alli- 
ances. Then they began 
negotiating in earnest: our 
talks with AIG began In July 
last year.” 

Mr Haym says speed is 
essential to staying ahead of 
the- competition. “There is 
no doubt that both Unfbanco 
Seguros and AIG have the 
experience and expertise to 
go it alone in Brazil,” he 
says. “The point is that by 
joining forces we can get to 
where we want to be much 
more quickly.” 

The competition will inevi- 
tably get tougher, especially 
after one remaining obstacle 
is removed. . 

The Brazilian Reinsurance 
Institute is set to lose- its 
monopoly on reinsurance 
and start competing in the 
fine market around the end 
of next year. That would 
open the door to big interna- 
tional players such as 
Munich Re and Swiss Re and 
improve conditions for other 
big insurers understood to 
be facing soundings. 

Jonathan 

Wheatley 


Digital signs 
joint internet 
retail venture 


By Louse Kehoe 
in San Francisco 

Digital Equipment, the US 
computer group, is moving 
to take advantage of the 
growing market for internet 
shopping technology 
through a collaborative ven- 
ture with Wells Fargo Bank, 
Microsoft and VeriFone. 

Digital will offer a com- 
plete solution for retailers 
wanting to establish a stare 
on the internet, including 
the computers, software, and 
services. 

The package will include a 
Digital PC server running 
Microsoft's Storefront soft- 
ware, as well as services to 
help organisations simplify 
the design and implementa- 
tion of the internet opera- 
tion. 

Wells Fargo will provide 
Internet credit card clearing 
services using software from 
VeriFone, a subsidiary of 
Hewlett-Packard. 

Digital's entry to the inter- 
net retailing field follows 
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that of its primary competi- 
tors, IBM and HP. 

However, the direct 
Involvement of WeDs Fargo, 
one of the leading US retail 
banks, represents a new 
approach to putting together 
the package of services and 
technologies ■ needed for 
online retailing. 

Internet commerce trans- 
actions are expected to quad- 
ruple this year, according to 
market analysts, with inter- 
net sales of goods and ser- 
vices expected to reach 
$500m. 

By 2000, this is forecast to 
have grown to $7bn. 

Ted McKie. director of 
business development for 
Digital's internet services, 
said: “Many companies 
realise that electronic com- 
merce solutions will help 
them save exorbitant costs 
usually associated with 
opening and maintaining a 
physical retail store, or 
printing, mailing, and pro- 
viding customer service for 
catalogues.” 
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jNTERNATTONALNEW^DlGEST 

Starwood buys 
Westin Hotels 

toy Mid it tad aereedto^ 

US hotel company that owns or operates 

tatetaS Sis. Starwood is S*0m in 

cash and stock and 

The transaction brings together bwwouu.« 
with extensive hotel assets but 
name, with Westin, which is a well-known brand but 
owns only a few of thehote* 

appears. Starwood Lodging Trust is * operate in' 

meaning that its real estate arm is allowed to operate m 

CQrimSon with a management company - in 
Starwood Lodging Corporation. The trust owns about 120 
hotels operating under the Westin, Rltz-Carlton, Sheraton 

anri Hilton names , among others. . __ , 

Richard Tomtoms, New York 

■ OUTBOARD MARINE 

Detroit Diesel extends offer 

Detroit Diesel the Michigan-based engnemamAOu^. 
yesterday dug in its heels further m Its $50Qm tad tedtle 
for control of Outboard Marine, the nhnens-basedboat and 
o ngino manufacturer, extending its $i6-a-share offer for 
the fourth time and waiving a $15^m “hquidat^damages 
fee" in favour of an immediate $V-5m paymMt. Th e $l53m 
fee was to become payable if 

Detroit also said it was concerned that further delays 

win cause more damage to the operating and financial 
performance of OMC. and, therefore, our offer cannot be 
frpM own indefinitely". , 

Detroit, whose biggest shareholder is the Penske trans- 
portation group, has been under pressure from Greenmar- 
ine. a rival bidder representing fends associated with 
George Soros, the Hungarian-born investor, and the New 
York-based Greenway Partners, to increase its offer. 
Greenmarine has 9.9 per cent of OMC and has made a 
higher, rival bid of Jlfra-share. The Detroit offer expires 
on September 15, while Greenmarine’s is extended to 5pm 
on Thursday. Nikki Tail, Chicago 

■ OIL AND GAS 

Bouygues Offshore climbs 17% 

Bouygues Offshore, the French oil and gas contractor. 
YRst i >rrifly reported first-half net income of FFrl57.lm 
($25 An), up 17 per cent from FFrl34Jan a year ago. The 
improvement was partly attributable to one-off items, 
Including a capital gam on the sale of the company’s Bos- 
nnr platform construction subsidiary in Mexico and an 
insurance reimbursement for damages incurred in 1992 in 
Angola. Other income in the latest period reached 
FFrSL&n, against FFrt.4m a year ago, which offset a 
sharp increase from FFrS.4m to FFr30. 6m in research and 
development spending, targeted at the growing deep off- 
shore market 

Operating income climbed 33 per cent from FFr61. 4m to 
FF181 An. The rise was due to the beginning of the con- 
struction phase on 1996 contracts, following prolonged 
preparatory work last year. Revenues rose from FFr l . igb n 
to FFr2229bn. Bertrand Benoit, Paris 

■ BROADCASTING 

Seven Network ahead in year 

Seven Network, the Australian television broadcaster that 
last year with Kirk Kerkorian bought the Metro-Goldwyn- 
Mayer film studio, yesterday reported a record annual 
pre-tax profit of A$142.1m (US$103 Jm). up 1R4 per cent 
! However, a higher notional tax charge of A$5lm, com- 
pared with A$&8m, left postrtax profits 23 per cent lower 
at A$88J7m. The company said it had enough tax credits 
not to start paying tax until the 1998-99 financial year. 

Kerry Stokes, chairman, said: “It has been a positive 12 
months for Seven", adding that he expected 10 per cent 
sales growth in the current year. Sales in the year to June 
30 rose 12.7 per emit to A$756.9m. helped by last summer’s 
Atlanta Olympic Games, for which Seven held the Austra- 
lian rights. Mr Stokes said the first two months of this 
yeas were on budget “We are expecting a good year," he 
said. 

Seven's shares rose 21 cents to close at A35.70. 

EBzabeth Robinson, Sydney 

■ TOLL ROADS 

Autostrade surges midway 

Autostrade, the Italian state-controlled operator of toll 
highways due to be privatised this autumn, yesterday 
reported an 865 per cent rise in consolidated group profits 
to L125bn ($7im) for the first half of this year. Parent 
company profits mare than doubled to Ll03bn from L41bn 
in the first half of last year. Revenues totalled Ll,397bn in 
the first half, with toll revenues rising 5i) per cent to 
LI ,305b n and other revenues 17 per cent to L92bn. 

Paul Betts. Milan 

■ BANKING 

Ambroveneto posts 42% advance 

Banco AmbrosLano Veneto (Ambroveneto), the private 
Italian bank about to combine with the Cariplo savings 
bank to create (me of Italy's largest banking groups, yes- 
tsday reported a 42 per cent rise in first-half consolidated 
net profits to Ll21bn ($69zn). Operating profits rose 11 per 
cent to L449bn, while overall deposits rose 7 per «>wt to 
L93,427bn. Paul Betts 
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-Packard aims to 
business PC market 


By Louise Keftoe . ‘ 

In San Francisco 

Hewlett-Packard yesterday 
u&vefled products and initia- 
tives aimed at making ft the 
world’s leading business per- 
sonal computer manufac- 
turer by 2000 . • 

HP. intended to -vie for 
kadership.fa every key seg- 
ment of" the PC market over 
_tbe next few years, Jacques 
Clay, vice-president, said. 

““In 1994, before anyone 
knew HP was in the PC busi- 
ness, we set a goal to became 
one af the world's top five 
PC suppliers within two 
years," Mr Clay said. "By 
redo ub l in g our focus on cus- 
tomer needs, we hope to 
reach our new goal just as 
quickly;" 


HP currently ranks third 
in terms, of market share 
behind Compaq Computer 
and IBM. However, it has a 
lot of ground to make up if it 
. is to achleve.its go al, accord- 
ing to market analysts. 

With a JLS per cent share 
of the world PC market, 
compared with Compaq's 
n-7 per cunt and IBM’s £8 
per cent, HP has a lot of 
catching up to do. Moreover, 
Dell Computer, which -has 
been growing faster thaw its 
competitors over the past 
year, is close behind HP with 
a share of 5J per cent 
. Getting to number one 
could plunge HP into a 
brawl over PC prices, ana- 
lysts warned, since the other 
leading PC manufacturers 
are equally determined to 


increase their mar ket share. 

Yesterday, HP hinted it 
was prepared for a price war. 
The company said it would 
’“deliver unprecedented 
value" to business customers 
through lower PC prices and 
flexible delivery. 

■ HP also a nn o unced plans 
to streamline its delivery 
channels. Later this year, 
the company will start man- 
ufacturing PCs on the basis 
of Incoming orders rather 
than forecast demand. About 
10 resellers will assemble, 
customise and deliver the 
HP products directly to cus- 
tomers. The new approach 
mirrors that of Compaq 
Computer, which recently 
overhauled its delivery 
systems. 

HP also announced plans 


for remote PC management 
tools aimed at simplifying 
and reducing the cost of 
managing desktop PCs and 
other networked devices. 
The internet-based software 
would manage multiple PCs 
remotely, updating software 
and keeping track of 
-upgrades, which represent a 
significant portion of the 
cost of maintaining a PC on 
a corporate network. 

HP also introduced two 
new PC brands - HP Kayak 
for high-performance busi- 
ness and technical custom- 
ers and HP Brio for small- 
business customers. The 
new names would sharpen 
HP's focus on these fast- 
growing segments, the com- 
pany said. 
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Campbell Soup: set to spin off seven non-core units with total revenues of $l.4bn 


Campbell Soap to buy 
remaining Arnott’s stock 


By Richard Tomkins 
in New York and 
Nikki Taft In Chicago 

Campbell Soup, the US food 
group that owns 70 per cent 
of Amort's, Australia’s larg- 
est biscuit maker, is to 
acquire the remaining 30 per 
cent in a AJlO-a-share deal 
that values Amott’s at about 
A$L.39bn (Slbn), it was 
announced yesterday. 

Separately, Campbell Soup 
yesterday set out plans to 
spin off seven non-core busi- 
nesses to shareholders. The 
day before, it announced bet- 
ter-than-expected fourth- 
quarter results: Heinz, 
another big US food group, 
reported earnings in line 
with expectations^ 

Campbell Soup has held a 
stake in Amott’s. a house- 
hold name in' Australia, 
since 1985. but in 1992 it 
caused a naHnnal furore by 
making a bid for outright 
ownership. The founding 


- family, who remained share- 
holders, argued that it trans- 
ferred a big local brand into: 
foreign hands. — 

'• The US company suc- 
ceeded in faking its. holding 
to 68 per cent In 1993, and 
has slowly increased this to 
70 per cent under the 
“creep" provisions in Austra- 
lia’s takeover rules which 
allow regular additional pur- 
chases. 

This year, Arnott’s suf- 
fered a severe setback when 
threats of food-tampering 
forced it to recall products 
from supermarkets in two 
states. 

Although the local man- 
agement's handling of the 
crisis was praised, the epi- 
sode - coupled with start-up 
costs at a new plant - hurt 
the group badly, and affected 
its' share price. 

Like other Australian food 
manufacturers, Amort's has 
struggled to find , a way of 
exploiting demand for more 


, sophisticated food products 
in south-east Asia. Exporting 
into ‘those markets remains 
difficult because of manufac- 
turing cost differences and 
trade baiters. 

However. Campbell Soup 
hopes to use Amott’s as a 
springboard into the region. 
The company is looking, for 
earnings growth outside the 
US, and in July it announced 
plans for a reorganisation of 
its international business. 

Meanwhile, Campbell Soup 
said yesterday that it was 
spinning off seven non-core 
businesses with annual reve- 
nues of $1.4bn. in line with 
plans set out in July. 

Campbell Soup’s net 
income was $i92m for its 
fourth quarter to August 3, 
up from JISOm a year earlier. 
Yesterday Heinz reported 
net income of $243m for the 
quarter to July 30, up from 
fl80m, after a gain on the 
sale of its Ore-Ida frozen 
food service business. 


US life assurer to swap 
mutual status for listing 


By John Authors 
in New York 

Mutual Life Insurance 
Company • of New York 
(MoNY), one of several large 
US life assurers which have 
maintained . their mutual 
status, bag announced that it 
will de-mutualfae and 
become a quoted insurance 
company. 

It is the largest de-mutu- 
alisation since the Equitable, 
which holds majority stakes 
in Donaldson. Lufkin & Jen- 
rette, the investment b ank , 
and Alliance Capital, the 
fund manager, de-mutu- 
alised five years ago. 


Analysts predicted that 
several other companies, 
in both the Ufa and general 
insurance sectors,' would 
follow suit, although thofee 
in states where mutual 
holding company status is 
allowed, in which 1 a company 
raw remain mutual but sell a 
49 per cent stake in its hold- 
tog company, would be more 
likely to follow this half-way 
bouse. 

Michael Roth, MoNY chief 
executive, said the com- 
pany had not yet finalised 
its strategy for . floating, 
which could .be expec- 
ted to take at least . 18 
months. 


He said: “MoNY is taking 
a long, hard look at this 
capital-raising strategy 
to be sure it is the best 
course for us to maintain 
our strong marketplace fran- 
chise ■ while maximising 
financial flexibility and 
future growth and providing 
additional value to our 
polfoyholders." 

Other insurers which have 
remained mutual included 
the Prudential, unrelated 
to the UK company of 
the same name, and State 
Farm, which are respec- 
tively ' the largest life 
and general insurers in the 
US 


Xerox in 
$ 612 m 
insurance 
disposal 

By John Authors 

Xerox, the office equipment 
manufacturer, took another 
step towards ending its 
unsuccessful diversification 
into financial services yes- 
terday with the announce- 
ment that it had sold The 
Resolution Group, its last 
remaining insurance unit, to 
investors led by its chief 
executive for $6 12m. 

The company announced 
tn 1988 that it was leaving 
financial services - which it 
entered in the early 1980s - 
to focus on its core office 
equipment business. It 
stopped writing new insur- 
ance to 1995 and disposed of 
its reinsurance and car-in- 
surance concerns soon after- 
wards. 

In January of last year, 
Xerox agreed to sell all its 
insurance operations, 
including Resolution, to a 
leveraged buy-out consor- 
tium led-by Kohlberg Kravis 
Roberts. The deal was val- 
ued at $£.7bn 
However, the deal fell 
apart in September last year 
with a dispute over the level 
of the insurance companies’ 
reserves. Xerox has since 
sold the businesses sepa- 
rately. It sold Industrial 
Indemnity to Fremont Gen- 
eral Corporation for S3 65m 
last month, following the 
sale In January of the Core- 
gls Group to a unit of GE 
Capital, the financial ser- 
vices arm of General Elec- 
tric for *45 Om. 

Resolution was set np to 
manage the claims run-off 
and reinsurance collections 
generated by Xerox's other 
Insurance businesses. Under 
the deal, a consortium, led 
by Michael Coutn, Resolu- 
tion chief executive, will 
buy the company's stock for 
S150m in cash and 5462m in 
performance-linked pre- 
ferred stock which is 
designed to give the man- 
agement team a stake in the 
company’s con tinned perfor- 
mance. 

Only two Insurance 
groups, Crum & Forster 
Insurance, which has a 
surplus of $833m, and 
Westchester Specialty 
Group, with a surplus of 
$277m, remain for sale 
following the Resolution 
disposal. 

Xerox said yesterday that 
it expected to dispose of 
them by the end of this year, 
ahead of the 24-month 
schedule it set in September 
last year, when the deal 
with Kohlberg Kravis fell 
through. 

The company added that it 
was on course to match the 
$2.7bn, which was originally 
offered by Kohlberg Kravis, 
again tn line with predic- 
tions made last year. 


Barrick review closes four mines 


' By Kenneth Gooding, 

Mining Correspondent 

Barrick Gold of Canada, the 
biggest gold producer out- 
- side South Africa, has 
reacted to- the low gold price 
with a comprehensive 
review involving the closure 
of four mines, writing-off its 
investment in a ‘fifth’ s®? a 
non-cash, after tax provision 
of US$SS5m. ' 

The group fa afa? }° 
increase substantially the 
planned output at two new 
. mines and said its total pro- 
duction would . rise from me 
-previously scheduled 3m 
' ounces to 3.5m ounces by 
.1899, -while cash operating 
costs would drop from 


$190 to $150 an ounce. 

It will also make a $330m 
investment In a. new ore 
roaster at the group’s “flag- 
ship” mine, Goldstrike in 
Nevada, that- will be in pro- 
duction in the middle of 2000 
. and sustain annual output 
there at 2m ounces for 10 
years. 

The mines to be closed are 
El Indio and Tambo in Chile 
and Bullfrog and Mercur in 
the US. Barridk Is also writ- 
ing off its investment in Pin- 
son in the US, operated by 
its partner, Homesfake, but 
there has been no decision to 
close this mine. 

The El Indio workforce has 
already been cut ' by about 
250 people and another 1,500 


jobs win go by the end of 
1998. 

Tambo 's closure at the end 
of the following year will 
mean that nearly 2,000 jobs 
in Chile will go as a result of 
the review. 

The new plant calls for 
annual production at Pascua 
in Chile, expected to start in 
2001, to be 800,000 ounces, 
compared with the. previ- 
ously scheduled 400,000. The 
expected cash cost will he an 
estimated $200 an ounce 
against $220 previously pre- 
dicted. 

The estimated cost of 
building Pascua has 
increased from $50 0m to 


Annual production at Pier- 


ina in Peru, starting in 1998, 
is scheduled to be 750,000 
ounces against 500,000. The 
cash cost will be $50 an 
ounce, among the very low- 
est in the industry. The cost 
of building Pierina will 
increase modestly from 
S250m to $260m. 

John Bridges, analyst at 
the Flemings. Global Mining 
Group, said: “The package 
makes sense. Barrick has 
brought together several 
things that needed to be 
done. But there were no big 
surprises and that is 
reflected in the share price.” 

Barrick’s shares, which 
fell by more than $i on Mon- 
day, recovered $V4 yesterday 
afternoon to $21& 
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sanofi 


A GOOD FIRST HALF 


Net earnings for the first half of 1997 totalled FRF 1.055 bSSon. Excluding 
the impact of net capital gains on disposals of businesses, net earnings for the 
first half of the year rose by Kfifc over the corresponding year-eaHier period. 


Net earnings for the first half of the year 
1997 include a net capital gain from the 
divestments of the ACCESS™ automated 
immunoassay system and of injectable 
generics. 

A closer look ui consolidated earnings for 
the first half of 1997 reveals : 

• sales growth of 7% (5ft on a comparable 
basisj: 

■ a 15ft increase in commercial expenses 
due to preparations for the launches of 
new pharmaceutical products ; 

• a 10ft rise in R&D expenditure, due to the 


evohakmofdi^^ 
on new compounds. 

Tlx contribution of companies consolidated 
by the equity method to consolidated Group 

earnings increased sBgWy in the period under 

review. 

As regards the Group’s financial position. 


Consolidated 

earnings 

(in millions of FRF) 


Sales 

1st half 1996’ Tl 348 
1st half 1997 12 108 
Variation +7% 


resulted in a further decrease in net debt. 
The net debt-to-equity ratio, including 
minority interests, decreased from lift at 
December 31, 1 996 to 8ft at June 30, 1997. 


R&D 

expenditure 

1st half 1996 1 625 

1st half 1997 _1 789 

Variation +10% 


An active faumch strategy for new pharancaiitictf products, 
wMIe enaMfaig the Croup to mai n tai n net wm l pgi growth 
of around 10%. 

Of particular note in the first half of the year 
were the active preparations for the launch 
of new pharmaceutical products. After the 
worldwide filing of the anrihypertensive 
agent irbesartan on September 30, 19%, 

Sanofi also filed for approval of the platelet 
aggregation inhibitor clopidogrel in May 
of 1997. European approval of irbesartan 
for the first -line treatment of hypertension 
was obtained on August 27. 1997. The 
product will be marketed in Europe under 
the names APROVEL™ and KARVEA™. 


These events, which are of great significance 
for Sanofi, require that considerable 
commercial resources be implemented to 
ensure the successful launch of the products. 


The strengthening of marketing structures 
and sales networks thus has a temporary 
impact on the operating profitability of the 
p hnrrnargfiTipflVc business. 

For this reason and with a view to maintaining 
reasonable net earnings growth in the course 
of this period. Sanofi has chosen to divest 
non-strategic businesses in addition to 
implementing the resources required to offcet 
the effects of these product launches. 

The divestment of the injectable generics 
business in the United Stales is in keeping 
with tins strategy, winch should enable 
the Group to maintain net earning s 
growth of aroond 10% for the full year. 


Operating 

profit 



mu® 




IlilM 


Net earnings 

i st haiM 996 " ' 616 
1st half 1997 1 055 


Variation not comparable 


AH business activities coDtribulft to Groop earnings. 


In terins of operations, the Pharmaceuticals 
business benefited from the sales growth 
of major international established products. 
The ten leading products roistered a growth 
rate of 12%. Cta the global market, including 
sales by licensees, sales of major established 
products TICLID™ (ticlopidine), 
' DERMCINE™ (sodium valproate), 
CORDARONEri 1 (amiodarone) and 
FRAXIPARINE™ (nadroparin) rose by 
25%. The Diagnostics division recorded 
favorable growth subsequent to the disposal 
of the ACCESS™ automated immunoassay 


system and the partnership agreement 
entered into with Beckman Inc. 

After R&D expenditure, which amounted 
to 17% of sales, operating profit for the 
Healthcare sector totalled FRF 1 .753 billion 
against FRF 1.887 billion in 1996. 

The Beauty business reported a slight rise 
in sales because of the absence of new 
product launches. Better cost management 
enabled the division to reduce die operating 
loss to FRF 31 miffion in 1997, a significant 
drop from FRF 74 million in 1996. 


For futher information, 
please contact: 

Shareholder 
Relations Department 
32-34 rue Marbeuf 
75003 Paris - FRANCE 
tel: + 33 1 53 77 44 28 
or + 33 1 53 77 42 68 


This announcement appears as a matter of record only. 

July 1997 

tie 



Joint-stock company 

"SAMSON" 

leader in meat processing industry 
in St Petersburg & Leningrad region 


Placement of 107,000 common 
voting shares, 5% of total issued 

Aton acted as the financial 
advisor and firm 
underwriter 


i. BMESTUENT 

JSk BANK 

'TATON 

Corporate Finance Division: 

tel. 7 (095) 928-2357, fax 7 (095) 917-4737 


■ frlMSH PERMANENT 

Irish Permanent 
Treasury pic 

£100,000,000 
Guaranteed floating rate 
notes 1997 

Wm; notes will bear interested 
7. , H25%pcr<mnum for the 
mterestpenodSSeptmberl997 
to 8 December 1997. Interest 
payable onS December 1997 
will be SIMM perSIO.OOO note 
andSHS4&05perSmOOOnoK. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 



Eiropean 
Investment Bank 

Mm Lira 200 Bfflon 
Floating Rate Notes 
due March 1998 
Notice to the Holders 

Nonce is herefa given that the 
Notes wtl carry an I merest Rate 
of 6.61328% per annum for the 
period 10.03.1997 to 10811998. 

• m. 16&251 

per ITL 5.000,000 nominal 

* ITL 1,662.505 

per ITL 50,000,000 nominal 

Luxembourg, September 10, 1997 


Sunkyong Industries Limited 

lno*pomdiaAtB4»rifcsfttMa«*liR*m4tnUky) 

Notice to Bondholder# of the 
AtB m d qifn n to the Tfcnna and Conditions of the Bonds 

lb the holders of the Corupwiy’s 

U.S. $40,000,000 

1 54 per cent. Convertible Bonds Due 2005 

(Redeemable at ibe option of the Boodbdden m 1997 or 1999) 

Itt-boBjT) 

NOTICE IS HEREBY GIVEN that following ihc execution by Sunkyoog bvfautrtei 
I i mwnd (die *Caopmy-J and BonlmsT nmtt Company Limited (the Tiuseec") of a 
Thud Supplemental That Deed dated lldi Ai^ust. IWT which amended dv Terms 
and Co o c toop a of die Bonds (as om fuBy described in the noace to Bondholder* 
which appeared in tha newspaper anl3th August. 1997), !CDB Bank (UK1 Limited hss 
now cakutiM d die petce n mne of principal amnuw a which Bnndi n>bc redeemed on 
15rh September 1999 will be redeemed (the ‘1999 Hn Prace"). The Company has also 
■greed that Bondhotdas who hsee omened then option tomlcan hinds on 15th 


S ep t ember , 1997 mav revoke nidi exercise no 10th Scpeanhei. 1997, ji set out below 
The 1999 ft* Pike bn been calculated by KDB Bank (UK) Limited, m accordance trtih 
the amended prowtatan of Condition 7(D) tec out in the Thud Supplemental Trust 
Deed defined dm, and hat been set sc I74OT per cent, of die pniu ijal amount nl die 
Bonds. 

Far the purposes aT(i>eakufaane the J999 Fin Price and (ufcalcutmnp die jmcunr 
parable if the Bands become due and payable ruder Condium 9 (as amended hy die 
Third Suppl emental Trust Deed). 6 month US. dollar LIBOR as indicated hr marker 
rates prerailins on 8tb September, 1997 as determined m thru ioiriiscT«jun bv KDB 
Bank (UK) Limited wm 6J7 per cent. 

Bnndholdm who have emtoaed tbcu opium io hair Bonds rrdemotd on 15rh 
September. 1 997 and who wish to revoke such esrtriae map <k> so hr delivennc •Hum 
luntfiottuM co the Ravins Agent with whom dw relevant nonce of redemption was 
depaai red at any nme pnor m the dare ofbusineis {at the place of die Speed) rd Office, 
asiei out befowtofthcrekvwi farms Agent) on 10th Septemhec 1997. 

AH Bondholders ccnoanphringe^btigariv action m respect of the ntmen conomed 
m due nonce dtould seek md^eodenr advice m to thdr tn posmoa and. d aizn 
doubt, (bould alao seek independent fmaocesl advice. 

It m for Bonrfioldca to decide whether dhe pew emaee of pr in c ipa l amount jt which die 
Bondi are m be redeemed on 1 5th September. 1 99* ainpareh compensate diem for 
dreading nor to cactcactheo option to require die Company ic- redeem Bonds on 1 5th 
Septemb er . 1997. 

Copies of the Supplemental Tture Deed which implements the Jure unendmema are 
available at the Specified Offices of each of the Pbytnj: Apmi* set out kk,r 

Fttnctpai Plying Agent 
Banlrers Trust Compmv 
I Appold Street 
Btnaigxe 
London EC2A2HE 
Faying Agents 

Bankm Trim LuxetubreuE&A 
P.O. Boat 607. H Beailevani FD. Koxeveb 
L-2450 Lu*rmbi aup 


Sana Bank Corporation 
Parudeplao 6 
CH -8010 Zurich 


10th September, 1997 


Sunkyoog Industries Uml i wl 


CLARINS 


Company incorporated under French law, listed on the 
Paris Stock Exchange 

Notice to Holders of zero per cent, coupon convertible 
Bonds due February 2012, nominal value 890F 
convertible into CLARINS shares 

CLARINS advises Bondholders of an increase in capital 
through capitalisation of retained earnings and a free 
distribution of shares to be approved by die Board of Directors 
on 1st October, 1997 by way of: 

I new share, issue date 1st January 1997 for every 
9 outstanding shares held on September 25th, 1997 

Shares obtained through Bond conversions matte prior to 25th 
September 1997 inclusive on the basis of i share per converted 
Bond mil be entitled to receive shares in the free distribution 
commencing 28th October, 1997. 

From 26 th September. 1997 the Bond conversion ratio will be 
adjusted in accordance with the Terms and Conditions of the 
Bond to 1,12 shares per Bond. 


I 
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COMPANIES AND FINANCE: EUROPE 


La Generate still keen on link-up 


By Neil Buckley in Brussels 

Generate de Basque. Belgium's 
biggest bank said yesterday it was 
still interested in a link-up with 
Banque Bruxelles Lambert, the third 
biggest, but that a merger was 
blocked by BBL's shareholders. 

The bank added, that it saw no 
reason to start talks with Fortis, 
the Belgo-Dntch insurance group - 
another link-up which has 
been mooted recently following 1 com- 
ments by Maurice Lippens, Fortis 
chairman. 

The comments came as GOnfirale 
de Banque reported a 16.1 per cent 
increase in first-half net profits from 
BFr7.3bn to BFx&5bn (S227m). 


Ferdinand Ch allart, chief execu- 
tive, said the bank still had a stand 
alone policy, and was confident it 
was big enough to prosper, even 
after introduction of the European 
single currency. But it was prepared 
to examine link-ups that “added 
value". 

“We have said before that we are 
Interested in BBL," Mr Chaffart 
added. "But the situation remains 
blocked." 

He added that although Generate 
was happy with its size, there were 
potential economies of scale through 
Uniting with another bank in heavily 
over-banked Belgium. 

Officials said informal talks had 
taken place between the two banks 


last year, but ENG, the Dutch bank 
which controls 20 par cent of BBL, 
hart insisted on having a similar 20 
per cent share of any merged bank - 
entitling.it to a director’s seat 
No further contacts had taken 
place this year, because ING's posi- 
tion had not changed. 

But Michel Tilmant, BBL chief 
executive, last week made clear his 
support for a tie-up with the bank's 
larger competitor. 

Shares in BBL also rose sharply 
last week on rumours that ING was 
planning a new takeover bid for the 
bank. A similar bid in 1992 failed. 

Analysts suggested the pressure 
was now on ING to make Its inten- 
tions clear. The Dutch bank con- 


firmed last week it was interested in 
a European acquisition, but would 
give no further details. 

It owns 13.4 per cent of' BBL's 
shares, hut has an agreement - 
which expires next February - giv- 
ing it voting rights attached to a 
further 6.7 per cent 

G6n£rale de Banque’s gross reve- 
nues Increased 3£ per cent in the 
first half to BFr72.3bn. Net interest 
income rose 4.1 per cent while non- 
interest income grew 1&3 per cent . 

Total costs were up 7.9 per cent to 
BFr&5bn, pushing the cost/tncome 
ratio up from 56.6 per cent to 58J per 
cent Depredation, writedowns and 
provisions fell 7.4 per cent to 

BFrt3-$bn. 


Valentino 
fashion house 
sold to HPI 


F or decades Valentino 
has dressed not only 
movie stars, from 
Elizabeth Taylor to Sharon 
Stone, but the wives and 
mistresses of the salotto 
buono. the so-called “good 
drawing room" of Italian 
business and finan ce. 

In deciding to sell control 
of his fashion house to Hold- 
ing di Participazioni Indus- 
trial! (HPI), and to take a 
small stake in the Industrial 
holding company linked to 
Flat, Mediobanca and Pirelli, 
the 65-year-old designer is 
set to claim his own seat 
inside the drawing room. 

Valentino thus has become 
the latest fashion house to 
join forces with a larger 
industrial partner, while 
affirming the growing finan- 
cial importance of Italian 
fashion, now the largest 
industry in Milan, Italy's 
business capital 
The proposed deal secures 
the future ownership of the 
Valentino group, which is 
wholly owned by Valentino 
Garavani, the designer, and 
his business partner Gian- 
carlo Giammetti, neither of 
whom have direct heirs. 


It also gives HPI's chief 
executive, Maurizio Romlti, 
son of Fiat chairman Cesare 
Romiti, and the rest of the 
salotto buono something to 
crow about after a string of 
disasters raised serious 
questions over the future of 
Italian family capitalism. 

It all started two years 
ago, when Mediobanca, the 
secretive Milan investment 
bank, attempted to merge 
the Ferruzzi-Montedison 
agrichemicals conglomerate 
with G em in a, an investment 
company controlled by some 
of Italy's biggest private 
companies, led by Fiat The 
idea was to create a new pri- 
vate-sector mammoth which 
would resolve the financial 
problems of Ferrnzzi after its 
near collapse in 1993. 

After the plan failed, 
Gemina was split into two. 
Its financial activities were 
absorbed into a new com- 
pany, preserving the name 
Gemina. Its industrial inter- 
ests - ranging from GFT tex- 
tiles to Rizzoli-Corriere della 
Sera publishing - were 
regrouped into HPL 

Earlier this year, the sal- 
otto buono attempted to cre- 



Valentmo's high-profile customers have included world famous celebrities Sharon Stone, 
the late Jacqueline Onassis and Elizabeth Taylor 


ate Europe's largest textiles 
and clothing group by agree- 
ing to merge HPI with Mar- 
zotto, its arch-rivaL But the 
deal collapsed when Mar- 
zotto pulled out. 

The fiasco was a blow for 
Mr Romiti. who had earlier 
moved .from Mediobanca to 
take control of HPL and pre- 
cipitated an internal crisis at 
Mediobanca which has yet to 
be resolved. However. Mr 
Romiti remained publicly 
committed to using HPI's 
Ll.OOObn ($567m) of liquid 
assets to expand within tex- 
tiles and clothing as well as 
publishing. 

The Valentino deal, 
whereby HPI will take either 
full ownership or a majority 
stake, is by no means as 
ambitious as the aborted 


Marzotto merger. But the 
Milan bourse clearly 
approved. HPI's shares rose 
more than 3 per cent after 
yesterday’s announcement. 

Mr Garavani and his part- 
ner can now celebrate secur- 
ing the future of the com- 
pany they have run together 
for nearly 40 years. 

The first Valentino fashion 
collection debuted in Rome 
in 1959. and Mr Giammetti 
arrived to take charge of the 
business in the following 
year. The two men swiftly 
turned Valentino into one of 
Italy's most prestigious 
labels, expanding aggres- 
sively in North America 
after the late Jacqueline 
Onassis became a client. 

Valentino has clung to the 
same elegant style ever 


since, eschewing the head- 
line-hitting looks favoured 
by younger Italian designers. 

He and Mr Giammetti 
have nurtured a loyal clien- 
tele. and their bumness has 
enjoyed steady growth, with 
turnover rising from 
Ll.290bn in 1995 to LL380bn 
last year. 

HPI now has a choice. It 
can stick to the same conser- 
vative strategy or try to ape 
Prada and Gucci by reinvigo- 
rating Valentina Yet the lat- 
ter approach might Involve 
changes to Valentino's style, 
which would not go down 
well with the distaff line of 
the salotto buono. 

Paul Betts and 
Alice Rawsthom 


Generate des Eaux in FFr 642 m sell-off 


By David Owen in Paris and 
Charts Grosser in London 

General e des Eaux, the 
French diversified utilities 
company, yesterday 
announced the sale of a 
number of textile services 
activities to Rentokfl Initial 
of the UK for FFr642m 
($i07m) in cash and acquired 
debt 

The French company is 
also seeking board approval 


for a proposal that could see 
it cede 56.6 per cent of its 
Compagnie Gdnferale de 
Vid6ocommumcation cable 
operator to Canal Plus, the 
pay television company. 

The deal would leave 
Canal Plus with 76.6 per emit 
of CGV. again st 15 per cent 
for G€n6rale des Eaux and 
8.4 per cent for Sod&tfc Gen- 
erate, the French bank. The 
proposal is also to be submit- 
ted to the Canal Plus board. 


Meanwhile, Canal Phis is 
continuing negotiations to 
bring an international Indus- 
trial partner into the share- 
holder group with a minority 
interest This partner is 
thought likely to be Time 
Warner, the US entertain- 
ment and media group. 

The textile services deal 
includes French company 
EcoLinge, Ecotex of the 
Czech Republic and minority 
stakes in two other French 


operations. These businesses 
had combined turnover in 
1996 of FFrLOSbn, pre-tax 
profits of FFr66m and 2.300 
employees. 

RentoMI said it envisaged 
also buying Nedlin Groep, 
Gdndrale des Eaux’s Dutch 
textile services business, in 
due course. 

Sir Clive Thompson, 
Rentokil chief executive, 
said the deals demonstrated 
the group's commitment to 


“the development of our 
business service activities in 
France and throughout 
Europe". 

Gdndrale des Eaux is seek- 
ing to focus on three main 
activities: environmental 
services, construction and 
communications, and sees 
Itself as the main domestic 
competitor to France Tele- 
com after next year's liberal- 
isation of European telecoms 
markets. 


Bavarian 
bankers 
upbeat on 
merger 

By Andrew Rsher 
to Frankfurt 


The' share exchange, offer 
paying the way for the 
merger of two big Bavarian 
banks- 'runs out tonight, 
with German bankers and 
analysts generally confident 
that enough acceptances 
wm be received for the deal 
to proceed further., 

Bayerische Vereinsbank 
aims to obtain 40-45 per cent 
of- the shares of Bayerische 
Hypotheken- und Wechsel- 

Bank by swapping most at 
its holding in Allianz, the 
big insurance group. This 
will create Germany's sec- 
ond biggest bank after 
Deutsche Bank; ' 
Vereinsbank directors 
have wanted that if the offer 
falls, *m« win he. a'.slgxdC- 
cant blow to the image of 
the Gm-man capital market 
and its rote, tn corporate 

rgah uCLui lug. . 

Hypo-Bank shareholders 
have been offered one Alli- 
anz share for six. Hypo-Bank 
shares in an exchange worth 
sonie-DMBhh ($44bn). This 
will be the second biggest 
German, capital market 
transaction since' Novem- 
ber’s DM20bu share Issue by 
Deutsche Telekom. 

The deal is free of capital 
gains tax, which would 
otherwise swallow more 
than DM3bn. This is because 
of a legal ruling ""der 
which exchanges of shares 
in the same sector and of 
tike same volume and type 
can be made tax-free. 

If Vereinsbank fails to 
obtain 40 per cent of Hypo- 
Bank shares, the merger - 
to create Bayerische Hypo- 
imrt Vereinsbank — will not 
go through. If it succeeds, 
Vereinsbank will replenish 
its capital with a share issue 
and auditors will then value 
each bank to decide its 
weighting In the combined 
operation. 

Martin KoUhnussen, pres- 
ident of the German bank- 
ing association and chair- 
man of Commerzbank, said 
he expected the Bavarian 
bank merger to go through, 
although there had 
been some scepticism 
as to whether shareholders 
would accept Veretasfaank*s 
offer. 

Institutions, accounting 
for 52 per cent of Hypo-Bank 
shares, are not expected to 
decide on the offer until 
near today’s deadline at 
19.00 boms load time. Pri- 
vate shareholders hove some 
20 per cent, with the rest 
firmly held by Allianz and 
Munich Reinsurance which 
cannot participate in the 
exchange. 


EUROPEAN NEWS DIGEST 


Vendex boosted 
by Vedior float 

MfeZflfbtr the FI 429m netprwee dsfremth e 
flotation of an initial 20 per cent in Vedior, its temporary 
employment and office cleaning arm. 

Even without this extraordinary gain ■ ° f 

FI 993m were more than two-and-a-half times the FI 15^ 

recorded last year. As well as a 110 per cent 

attng profits to FI yam, property transactions brougit m 
mSmSmpared with FI 4lm. The hom|e launch of 
Vedior in June is a precursor to a spin-off t? shareholdere. 
Tbe Hague has first to put in place a more favourable tax 
treatment of such splits. 

' Vedior yesterday reported maiden results showing net 
profits of FI 76m, benefiting from its takeover of Bis. a 
French temping agency. It said that if Bis had been ^ 
included in its figures for the 1996 period, profits then 
would still have been only FI 58m. Vedior is paying an 
interim dividend of 15 cents a share fromearmigsof 75 
cents, while the Vendex payout rises to 65 cents from® 

cents, distributed from earnings of FI 4-87 compare! vntn 

FI 1.7K Shares In Vendex rose FI 3.10 to FT] 110.20. 
those in Vedior ended 90 cents higher at Fl 50.10. Gordon 

Cramb. Amsterdam 

U BANKING 


Wflstenrot in co-operation pact 

Deutsche Postbank, the German postal savings bant ami 
Whstenrbt a large housing finance group, agreed a busi- 
ness co-operation pact as a preliminary to their t aking a 
stake in each other. The agreement marks a first step 
towards the privatisation of the state-owned Post bank, 
which h as been seeking business partners In return for 
equity stakes to help it develop its services. Postbank wffl 
market housing-related frnanriai services fro m Wfl sten.- 
rot which hopes to increase Its share of the German mar- 
ked as a result of the agreement. The agreement with 
Wflstenrot follows the ftdlure during the summer of talks 
on a Unit up between Postbank and BHW, a rival home 
loans company. Postbank's has assets oLDM107bn ($3hn) 
last year and lOm customers. Wflstenrot, Germany's old- 
est bousing finance group, has assets of DM54bn and 3m 
customers. Peter Norman. Bonn 

SWITZERLAND 


Credit Suisse in French purchase 

.Credit Suisse, the leading Swiss commercial and invest- 
ment bank Is to buy 70 per cent of Banque Hottinguer, 
one of France's oldest family-owned banks, with an option 
to taka f ull control in the medium term, subject to 
approval from regulators. The family hol ding company, 
Financier* Hottinguer, will keep the remaining 30 per 
cent No price was disclosed. Hottinguer remained a part- 
nership for two centuries, but the need to strengthen its 
capital base prompted it to convert to a limited company 
in 1990. It suffered from the French property crisis, and 
recorded a loss in 1995. In the 1980s, when most French 
banks were under state ownership. Hottinguer built up a 
corporate finance and merchant banking business, but it 
Is now focused on investment advice and asset manage- 
ment for both private and institutional clients. Combining 
Hbttingaer's business with its existing French private 
banking operations, Credit Suisse wifi manage FFrlObn 
(jl.Gbn) of assets in France for 2,500 clients. 

George Graham. London 

M DRINKS INDUSTRY 


Brussels set to dear Coke venture 

The European Commission Is today expected to clear a 
joint venture between Coca-Cola and Carlsberg. the Dan- 
ish brewer, but only after setting a series of conditions 
which meet its' competition concerns, according to EU 
sources. The joint venture, to be known as Coca-Cola Nor- 
dic Beverages, will bottle, sell and distribute Coca-Cola's 
products first in Denmark and Sweden, and later through- 
out the Nordic and Baltic regions. 

Bmma Tucker. Brussels 
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SECOND INTERIM RESULTS FOR TWELVE MONTHS 
TO 30 JUNE 1997 


FOLLOWING THE MERGER OF LLOYD THOMPSON GROUP PLC AND 
JIB GROUP PLC EFFECTED ON 6 FEBRUARY 1997 


CONTINUING OPERATIONS 
EXCLUDING EXCEPTIONAL ITEMS 

£M 

GROWTH 

GROWTH 
(at constant rates 
of exchange) 

TURNOVER 

2273 

4% 

7% 

OPERATING PROFIT 

23.7 

21% 

38% 

PROFIT BEFORE TAX 

4&4 

4% 


EARNINGS PER SHARE 

l&45p 

7% 

• 

SECOND INTERIM DIVIDEND 

4Sp 




Ken Carter, Chief Executive, commented: 

“Since completion of the merger between Lloyd Thompson Group and JIB Group in February 
1997. u-e have integrated the London-based businesses and begun to realise benefits from the 
synergy of die two groups. 

The compelling logic for the merger has been borne out in Jantinc Lloyd Thompson's earliest 
days and will develop further in the yean ahead. In Jardine Lloyd Thompson, we have a 
world-class broker, operating internationally, which is or can become a market kfwH in - lts 
selected areas of activity." 

Fora cops °S ^^7 report, please contort: 

The Secretary, 6 Cnached Friars, London EC3N 2HT Tel 0171 52 8 4444 



AH Futures, Options 



Contact James Allan 
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COMPANIES; ASIA-PACIFIC 


Alphatec secures 
bondholder reprieve 


By Tod Bardncke 
. in Bangkok 

A ipiate c, the troubled Thai 
electronics company, yester- 
day welcomed the decision 
by holders of its $45m euro 
convertible debenture not to 
pat the company into default 
. and . to -• give a newly 
appointed steering commit- 
tee of creditors uqt£l Novem- 
ber 30 .to work out a restruct- 
uring plan. 

• If borKflioIders. meeting in 
Zurich, had called a default, 
they could have triggered a 
scramble among creditors 
for the remainder of nearly 
$45Gm of outstanding domes- 
tic and 'foreign debt and pre- 
cipitated the collapse of Che 
company. 

It was an excellent and 
extremely sensible decision, 
because this company hgs a 
very bright future to which 
it can now look forward with 
confidence,** said Robert 
Mollerirtuen, acting chief 
executive. "Our customer 
and' supplier bases have hot 
wavered throughout our 
recent crisis, and now it is 
time for us to get down to 
-work and show the bond- 


holders that they have, 
indeed, zsade the right deci- 
sion." 

This was the second ti me 
bondholders had elected to 
give the company time to 
restructure its finances after 
the company stopped servic- 
ing Its debt and admitted to 
improper transactions and 
overstated profits worth 
about Btiobn (S276m). 

Creditors said they were 
persuaded by two new de- 
ments presented by the com- 
pany that were mteaing from 
last month's bondholders* 
meeting. 

First. Price Waterhouse, 
the auditor, produced a 
study of the company’s via- 
bility that showed that 
actual operations were sta- 
ble and could be maintained. 
There had been worries that 
mis-stated financial informa- 
tion was being duplicated at 
the operational level. 

Second, the company for- 
mally appointed a steering 
committee of creditors and 
named Lawrence Ludgus as 
executive consultant in 
charge of developing a 
restructuring plan on behalf 
of the company. Previously 


the company had no formal 
chief financial officer and 
communicated with credi- 
tors Individually. 

The creditors’ steering 
committee includes ING 
Bank, which syndicated a 
S40m loan for the company; 
Bankers Trust, agent for the 
bondholders; Krizng Thai 
Bank and Nakornthon Bank, 
troth of which hove represen- 
tation on Alphatec’s board of 
directors; Bangkok Bank, 
Dresdner Bank; Standard 
Chartered Bank; and Sumi- 
tomo Bank. ING Bank chairs 
the committee and Clifford 
Chance has been retained as 
legal adviser. 

Bank Indosuez. which has 
filed a suit in Bangkok to 
recover its loans to Alpha- 
tec, is not an the committee. 

Creditors said they wanted 
to work with the company 
on how it plans to halve 
sales and administrative 
costs, which banks will be 
willing to convert debt Into 
equity and how the company 
will come up with an equity 
injection of $i50m needed to 
incorporate two more facto- 
ries into its assembly and 
testing facilities. . 


Titan hides its roots 
for drive upmarket 

The Indian watchmaker has been hindered by 
its country’s reputation for low-quality exports 


H ow does a globally 
ambitious company 
in India, a country 
with a poor reputation for 
the quality of its exports, 
pitch an upmarket product 
into one of the world's fier- 
cest and most quality-con- 
scious consumer goods mar- 
kets? 

In the case of Titan Indus- 
tries, India's biggest luxury 
watchmaker, the answer is 
by dis guising its tndlan-ness 
as it attempts to seduce 
European consumers into 
buying a range of $120-$700 
Indian-made wristwatches. 

"India's reputation is a bit 
of a problem, so we're 
playing it down," says 
Xerxes Desai, Titan vice- 
chairman and managing 
director. “But at the same 
time we are advertising indi- 
rectly that worldwide there 
are now great new brands 
and products which are not 
the preserve of any particu- 
lar country." 

Hence Titan's recent $20m 
European advertising cam- 
paign, hatched by Lowe 
Howard Spink & Associates 
of the UK, spearheading an 
assault on Europe’s competi- 
tive watch market. Its 
adverts feature a photograph 
of a Persian-EugUsh fashion 
model alongside a gold and 
steel Titan wrist watch: “No 
one country could have 
made feces this beautiful,’* 

. runs the caption. . 

The legend "French-Swiss- 
Indian-Japanese" sits 
beneath the Titan photo, an 
attempt to internationalise 
the product and a reference 
to the foreign technology 
and collaborations which 
have helped Titan build a 75 
per cent share of I n di a 's 
quality wristwatch market 
since the company's launch 
10 years ago. Last year the 
company reported pre-tax 
profits of $7 .5m on turnover 
of $96m, and saw export 
Income double to SlOzu. 

But notwithstanding its 
multinational advertising 
-image. Titan is a thoroughly 
Indian company. 26 per cent 
controlled by Tata Group, 
one of. India's biggest con- 
glomerates, and 28 per cent 
by the government of Tamil 
Nadii state, where Titan has 
built the world’s biggest 
integrated watch factory, 
near Bangalore. 

From this south Indian 
base the company Is seeking 
to build an international 
brand name. The aim, says 
Mr Desai, is to compete with 
names like Omega or 'TAG- 
ffeuer, the Swiss watchmak- 
ers, which sell 500^00-700.000 - 
watches a year. . 

Titan this year sold 150,000 
watches in Europe from a 
standing start two years ago 
- a 2-3 per cent market 
share. But Mr Desai believes 
the company can expect 

within a few years to reach a 

"comfort level” of 250,000- 
300,000 European sales a 
year,' before moving on to 
theTJS. . 

Altogether the company 
■exported $00,000 watches last 
year, having built on en 
early export drive to the 
Gulf states. Titan now reck- 
ons itself to be the world s 
sixth-biggest watchmaker. 

• Its export marketing effort 
is an ambitious and costly 
enteiprise for a mid-sized 
Indian company - partJcu- 


' .** /' I'lJVf 



Xerxes Desai: Titan has little choice but to internationalise 
sales - partly to defend ite own domestic position. 


larly given Indian govern- 
ment restrictions on foreign, 
currency earnings - compa- 
nies can keep just 25 per 
cent - and the consequent 
squeeze on Titan's overseas 
marketing resources. “The 
result for us this year is that 
we had a huge cash crunch, 
in Europe, which is very 
frustrating and da m aging to 
our reputation.” says Mr 
Desai 

- But Titan believes it has 
little choice but to interna- 
tionalise sales - partly to 
defend its own domestic 
position.' “India is being 
globalised and the whole 
world is now turning up in 
India. So the kind of protec-' 
tion we've enjoyed will go. 
It’s going to get very 
crowded,” says Mr Desai 

I mports of completed 
watches are banned in 
India, under the coun- 
ty's decades-old restrictions 
on consumer goods imports. 
These, though, are subject to 
negotiations currently tak- 
ing place at the World Trade 
Organisation and are likely 
to be phased out within a 
few years. Watch compo- 
nents are already freely 
importable, and several big 
international watchmakers, 
including Seiko and Citizen 
of Japan, are already eyeing 
manufacturing operations in 
India. 

To take" on its Swiss and 
Japanese rivals. Titan has 
set itself a goal of producing 
to world-class standards and 
of keeping its watches firmly 
upmarket It has developed 
jig own “Eurowatch 
designs, which are sepa- 
rately manufactured in a 
new “Euro” assembly unit It 
has also developed a range 
of slim watch movements 
which, at 1.75mm, are among 
the thinnest mass-produced 
movements in the industry. 

Titan’s great advantage is 
cost. Although young work- 
era are respectably paid by 


Indian standards, production 
costs at Titan’s labour-inten- 
sive plant are highly compet- 
itive by Swiss or other Euro- 
pean standards. M.S. 
Shantharazu, vice-president 
manufacturing , says Titan's 
slim movements can be pro- 
duced at a tenth of the cost 
of equivalent Swiss-made 
■movements. 

Titan is hampered, how- 
ever, by the relative scale of 
its marketing costs, particu- 
larly as it tries to break into 
an elite segment of the 
watch market “The higher 
: the value addition, the 
greater the competitive 
advantage for Titan," he 
says. “But the higher the 
eventual price of the prod- 
uct, the more the marketing 
muscle needed to sell it at 
that price.” Titan's spending 
on advertising and sales last 
year was 37 per cent higher 
than its total wages bin, at 
39.7m. 

But Titan also believes it 
is hampered by “unethical 
trading practices" from its 
rivals. “We’re finding a lot of 
resistance - people in the 
sector are hell-bent on stop- 
ping us, especially the Swiss, 
who in this matter are not so 
neutral," says, Vikram 
Rajaram. vice-president He 
says Titan has consistently 
been refused permission to 
exhibit at the industry's 
showpiece trade fairs in 
Switzerland. 

The Swiss, be says, argue 
that Titan will not be 
allowed to such fairs until 
Delhi liberalises its market 
for watch koports. But, sug- 
gests Mr Rajaram, “they're 
afraid of India. We have the 
technical skills, we can pro- 
vide the quality, we have a 
large domestic market, capi- 
tal, and people who can ran 
complex businesses. Their 
opposition might stunt our 
growth, but it will not break 
our back.” 


Mar^ 
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U.S. $2,737,604,963 

Republic of Panama 

Notice of Invitation to Owners of 

U.S. $ 1, 352 m 5SS, 000 Interest Reduction Bonds Due 2014 C!RBs") 

US l $h076 y S04,963 PDI Bonds Due 2016 ("PDI Bonds") 

US. $262, 7 13,000 Par Bonds Due 2026 f'Par Bonds") 

US, $45,499,000 Discount Bonds Due 2026 C Discount Bonds") 

to Submit, in a Modified Dutch Auction, offers to exchange such Bonds (collectively, "Brady Bonds”) for 

US. Dollar-Denominated Globed Bonds Due 2027 (the "Global Bonds") 


Offering for Cash of 

US. Dollar-Denominated Globed Bonds Due 2027 


TH1£ INVITATION AND WTTIIDRAWVL RIGHTS WILL EXPIRE AT 3:00 P.M. (NEW YORK 
CITY TIME) ON SEI’TKMBER 18, 1«»0“ UNLESS EXTENDED OR EARLIER TERMINATED. 


11h- K qmhlk- of l^utomii nln- "lti-j -til tlfc-" I Lniivum" hwimtv.J B rnik Duals i-radu a "BuniDiuliler' , i In .-uLmh ufl'TMn e\dianar Brmiy Bunds [i»r Global Bunds icadi. on "EM-luince 
Offer").. Kill* tmiuiind ■ailyr.i fuiiv-.iiiMiiriuns v-i fucih ui if*- Pn n|»xiiL^ iLtitii Sfiiiudvr *1. IVT ,th»- "P^^iiiis'i, and (hr rrtirrd Lrn.'r .if TransmiuaJ (wliirii i.nwljer 
traurituic llte "Imiiaiimi"). it,|i»«~- «if wlm li huh |*- ulaaira-il us ik-xTilinl ( jfiiioiizrd terms usol Im-in and not drtmnl am used herein us .IHint-d in (hr Pnefceitia. 

In addition. Glulinl BikiI. un* iviis i^TrmJ for laJi (•■mil offering, die "New fjtali OfTeriin;'' :md. iuta-t)u-r nil!* die Inviuuuii. drT.Wial Bund Offering"). Tlie Global Bunds offered for 
cuhli tin- offered sevr-rnlly b\ tin- 1 Tilers n-femil lu in dr -uliji-ei {i.rernja and nm-praniv l«v 1 1 hi n and *uhjn .1 uitlieirruju tn n^ivt any ordo^in vriufeur in pan. 

Calculation of Excliunge Prices 

RuHi Bundhnltlercu-liuiunu: Rra<h Bunds fur tiluliiil Bunds f*iruiam m unvjurd Ku-lianur Offer- will reivrve.iiinidnui^e r..r et*rh L\S. $1,000 in uriidiKi] pniHifial lutimuit of 
Bmiiy BundteaHimiycd. CtJuJ BmHlsiiiu|iriii.ipa] mm dint mpuil n, ia> l .S $ Ids'll fours ihi the n-fa^axo Bmdy Bind Elwhanye Prin- lime* |r) in tlieeHne uf lIh- PDI BuncL ilie 
PDI Sraliny Vuanrdiridnl trr idl llie f.»hifi‘il Hund Ismh- I’riiv. In ;iddhi>in. ttuh BuiHDtiddt-r i-vh.'tn^inj Brady Bmbk fur Giulud Bond, ihetmuuii in aivrjiit'.l Exricirux Oflen niH 
iKrmeeiliut idi|huiI (jirmii U.y Itiirresi mi tin- Brridi IV >i ids uf bit'll B.milh.Jdi-r Lent” imhunp-d tut but iku huiudingl iheSnikminii Dme |>1 iis nnnnunm in rualidnetu 
rounding llie n^n*|si[e primiysil unKnuii of Clnfuil Bum l, issuulilr to -mil B>m«llM.ldi-r di>uTiu.iini lu die m-orw-i L\S. $l.lCJ0..Vs used herein, tul "Cuttwh Biv hiiirrsi"inennsinimrsj 
or, wlim used wiili resperi n> llie PDI Runls. mi.T.-sl wlii.il is mu hi the terms >>f tlv PDI Bunds rapiLikralile a- additibnaj principal, ih) "nriidnnl priniipdJ unmnm"(if«mi Brady 
Boch [ s means (i) nidi nrsj Mil !>• die IKB-v (lie Pirltund- ami die Discount Butids. ihe(i»LsianiljnL.'pnnripal :ini<4a<l ll|ens>f. and (til nidi rrspeet (u die PDI Bunds, rhe pnikipaJ 
iimntinr tlremrfur die lime uf is^cirkv. i^r«inri"fur dits jutryiose iuiy utic-resj dom-un uhicii Ita- hern rvfthitluni as mbbtHinnJ ptviiijnd and i«-> “PDI Suliitj: Kicl.ir” mnats l/Ctfi? 
iff. if I he rviditmiit Duir di»-s nm ultut m» Ju. 1007 inm-ntis [ilanneiL on omouni (nuitided (u the nearest U.00001 ) equal in ii| L' S. $ I ,( HJU /i/us die portion of die 

interest per t.'.S. $1.010. m'^nuil [irin.i[uil ■'uumuii of PDI Bon. is oesrurd r.idiut nut inifudin^i the S-uJemeni Date nhich lias been capitalized as addinoniil pruRifial or which may. 
ul die mi itiletm paytnenl dnielur die PDI Bund*, lie atpnulved as rnldimuuJ pruntpal dirnl^l In- liil l J?. $1.00(1 iir., die faiiur nhidi, in uxnrdnnrr nidi inuriut uHiiention. » 
used to ismvt-n uuuftri prill's |n-tL S. m .urmii (iritici]ial aniuuni uf PDI Bunds inn. market jirii'es perL.S. $1,000 in ordinal principal umauni of PDI Bondst. 

Bradv Bond lirrhanfie l^rire for 11 (Bn tmd PDI Bomba llie "Brady Umui huiuuur Price" for dir (RBs or the PDI Bonds, ns the rn.se may be. nill equal die Marlei Prin - of the 
IRBs .«■ die PDI Bunds, as dir ease inuy be. on (he Iasi Tmdins Dny pmvdiiiy the fclsjjinitiun Dale. 

Brady Bond Exehnnff Price fur t\ir Bomba Ilk- "Brady Bund tlsdiniwe Pri.v° fur (lie Par Bunds niU u price per L^. $],OCH)prineipd aiiknim intended to result in a yield 

lu nuuuriiy on the Seulemem Dale eifual tu tin- sum f:i> die 1 51' B.-ntiuitnrfc Kale on the bsi Trailing Day ptmvdifip the Espbation Dale and lb) a fixed spread of 

Brady Bond Erc/mnee Prior for IHsmnnf Bonds: TIr- "Bnidv Bund Eidionpe Prior" lor dir Disouura Bonds «iH he a fixed price per L'.S. $1 ,000 prusipul amount equal to 

n.s. ioriom 

As used lierrin, (a) "Market Price" of (In- IRB- ««r (lie PDI BtHi-fc .hi any 'late means ilk* ainrape of the bid-side prices per U.S. $1,000 cumem principal amoum of IRBs or PDI Bands, 
ue die ai9e may be, as quoted in jevnliuus- will i nuirket i •omen dun at any time or times selccu-d by die Dealer ^laiiaunrs (■erwren 1 :00 RM. and 5:00 RM„ New \ork City rime, on 
sudi due by tlave ur fewer iniemationufh nssjynized int(T-.leolcr brokers tu be selected on such dan; by the Dealer Muna^era and (b) "UST Benehmnrk Rale* on any dale means die 
yield to maturity (calculated in mwidance with siiuidunl market prarui-e) i-um«pondin” tn the bid-aide price, as reported by the Cantor Fitzgerald Securities 3:00 PM. Composhe 
Quotation Scnice cm sudi due. for the U.S 1 reosury fJ.O'iTV’o Bond riue R-bruary 2027. 

Global Bond Issue Prim Tin.* "Global Bond bw Price" wfl] U- □ juice per f.S. $1.U0U principal amount of C^ohal Bonds intended to result in a yield u> maturity on the 
Settlement Due equal lo the sum of (n) ilk- L SI Befiiiiniark Rate .in the Inst Trading Day preeniiiiit the Expiration Date and (b) a spread (llie "Global Bond Clearing Spread") 
selected by the Republic pumuuit n< die tnikGlied Dutdt auction process described below. 

Modified Dnich Auction Process; Acceptance of Offers; Order of Priority; Proration; 

Participation by the Republic and (lie Dealer Managers 

A Bondholder submarint; an Exchange Offer may eidk.r (a) specify a nuuimuni spread higjier dem die Minimum Clnbtd Bund Clearing Spread referred to below thnt such BujyQioJder 
would be wiDng lo accept as the Global Bund Clmuig Spread for dr Brady Bund* offered to be exchanged I any such spread, the "Offer SprwaT for such Exchange Offer) or (b) uoi 
specify such a spread. .Any Exduutp; Offer submiued with a speciiied Offer Spread is barein refereed In as a T brrtperim’e OrTer" and any Exchange Offer submiuol without a spe-ilied 
Offer Spread is herein referred lo ns a "Nomonipeiiriu- Offer". 

The Republic reserves the right in iu sole discretion not to accept any Eichange Offers. If the Republic determines to accept any Exchange Oflera, the Republic in hssofe discretion 
will, after die Invitation expires, select (a) the ugjgvjsiti- principal amotoit of Global Bonds to he wmable in exchange for Brady Bunch pmsuont to the Invitation (the "Aggregate 
Principal Amount of Clobal Bonds lu be Exchanged for Brady Bonds") and (b) the Global Bond Clearing Spread lo he used for determiniug da- Global Bond Issue Prke; /i mrided. 



lost Trading Day preceding die Expirniioti !>wc, by pres, release haued to the News Services. The Republic curecndy intends lo ennven the Brady Bond Exchange Prices for the IRBs 
and the PDI Bonds into curerspundiiu; sutereigii spreads to L'.S. wthurie on the bat Trading Day prw.eding die Expiration Date w»d select as a Maximum Global Bond Clearing 
Spread the greatest spread dun would not exceed either of such wprrnd<. 

Once the Republic selects the Aggregnie Principal Amount ofClr>hal Bomls tube Exriumged tor Brady Bonds and the Global Band Clearing Spread, the Republic will accept properly 
9tbtuitted Eiuhunge Offers in die fo flowing order of prioriry: . 

first. Exchange Offers relating to IRBs, Fhr Bond- utid Discount Bondi w-ltich arc Nonoomp.uTive Offers. 

Second, Esdau^eOffere relating to IRB% Par Bonds and DLscouni Bomb which are Competitive OfTers ^rdfjTng Offer Spreads ax or below the Clobal Bond Clearing Spread, 
in the older of increasing Offer Spread. 

Third, Exchange Offers rehning lo PDI Bonds which are Nnncompethhe Offera. and 

Fourth, Exchange Offers relating «• PDI Bunds which ore Competitive Offers sjiccifying Offer Spreads at or below the Clobal Bond Clearing Spread, in the order of 
increasing OfTer Spread. 

until the Aggregain Principal .\irnnmt of Global Bonds tube Exchanged Tor Brady Bonds tirsi muhes thr amount -elected bv the Republic (in each case, subject to proration at the 
lowest order of priority accepted by the Republic andxubjcrt to the limits on Clobal Bonds to be acquired by the Dealer Managers described below). Each Bondholder whose 
Exchange Offer is accepted by the Republic will be entitled to the benefit of die Clobal Bond Clearing Spread, even if such Bondholder specified a lower Offer Spread or made a 
Noncompetitive Offer. 

Neither the Rcpubh'e nor any uf its governmental agencies, nor any institutiun under die direct ur indirect control uf die Republic ur any of its governmental agencies, may submit any 
ExriiangR Offers (it bring understood dial regulation of linunnul ire-tituiions in die Republic by regulatory authorities of die Republic docs not for tliis purpose constitute control! . 

The Deafer Managers tuny submit Noncompetitive Offers but may not submit any Competitive Offers. The aggregate |>rirxipal uuwunt of Global Bonds which the Dealer Managers 
(or their nOifiaterf Lfnderwrircrsl may purchase for un/e pursuant tu the ;Vw Cash Offering tuay nut ex»nxi 20°u of the .Aggregate Prihiipid.Lmount of .All Global Bonds, and the 
aggregate principal amount of Glolval Bond, to be inquired by the Dealer Managers in conncrtion with the Invhaiinn and die New Caslt Offering will not exceed 30% of die Aggregate 
Pnnopal Amount of All Clobal Bonds (rounded upward, if necessary, so that the Aggregate Principal .Virmunt uf All Global Bonds would be an integral multiple of U.S. $5,000,000). 

h rertain rireunutances described in die Pmspectus. die Republic will have the option to require the Dealer Mnrtugers to submit Noncompetitive Offers or purdtase Global Bonds Tor 
cash in connectien widt the New Gisli Offering. 

Procedures for Offering 

A Bondhold-r desiring to submit on Elxchange Offer must arrange lor delivery in die Excliange- Vgmt. priur to die expiration of the Invitation, of a duly ranpJeud Letter of Transmittal. 
Any Lefier of Tnutsnuttal must be rntnplcied by a direct accuundjalder in the facilities of Morgan Guaranty Trust Company of New Vet. Brussels Office, as operator or the Eurodear 
System fEurodetu-"). ur Go del Bank SA f"Odd BanL") who has detuered Bond Instructions to EurucfcororCedri Bank, os the case may be. in accordance with the deadline 
specified by Eurodear or Odd Bank, as da- ruse may be. 

Term or Invitation, Termination, .Amendment 

The Invitation will expire at 3:00 RM., New Yuri City time, on September 18. 1*7, uifew extended In the Republic in its wile discretion or earlier terminated (such date, os so 
extended, the "Expiration Date"). Tlte Republic nmy in iu sole diwn-tsjn terminate Uk Invitation (ks^udina with respect to Exchange Offers submiued prior to the rime of such 
i emanation), extend it post die originally scheduled Expiration Date or amend it from time to time in aay faslriaa. at any time before the Republic announces the acceptance of any 
Exchange Offers, by pres release micd lo die News Serviue*. 

New Cash Offering 

The Deafer Managers will hove the right (and in rertain rases described in the Pn^fteiTiis the obligalHUi) topuivlinsu Clobal Bonds bum die Republic far cash and offer losefl those 
Clobal Bonds pursuant to die New Cash Offering, at uu initial price to the public per U.S. $1TXX) principal ammui equal to the Clobal Bom bsue Price, subject to the limits on 
Global Bonds that mav be acquired by the Dealer Managers described above. Investors wishing to punnose Global Bonds for rush slioaild contact the Dea le r Managers directly. 

Clobal Bonds 

The Clobal Bond* will be direct, unsecured, general and unconditionfll obligations of the Republic. Each Clobal Bond will bear imeresl from the Settlement Date. The Republic wifl, on or 
prior to dieAnnouzmanmt Dote, selcvt on intcres rate in L« bonw bv the Global Bonds (the T.lobaJ Bond Coupon"!: pmcidrd, drat- the Globtd Bond Coupon must be expressed 

as an increment of 1/8 of l%and must result in a Global Bond Issue Price greater than L’S. $925 and less than or equal to U 5. $1,000. Interest on the Global Bonds will be payable semi- 
annually in arrears. The Clobal Bonds will mature at par on September 30,2027 and wiH not be re>Jeemab1e prior to maturity or entitled to the benefit of any smiting fund. 

Publication 

At the end of eachTradkqt Day from the date of the Prospectus through the Expiration Dale, inihn nation about die luvitotion (indudhtg updated hypothetical examples of Brady Bend 
Exdionge Pricea,MaximiaJi Clobal Bond Ckuring Spreads, Global Bend Issue ftices and exchange ratios using then current Market Prices fccdie IRBs and the PDI Bends and ilien current 
UET Benrhmark Rates) wiB be displuy’ed on Tcferate pages 58877 and 58878. 

Not later than 6:00 PAL, New York City rime, on the Iasi Trading Day preceding die Expiration Date, or ns son thereafter as practicable, rite Republic will announce, by press release 
issued lo Bloomberg Newts die Dow J.xie, News Service and the Reuters News Service (cuQectiv ely. tile "News Services , 'K the LCT Benchmark Rate Tor dint day (used in calculating 
the Brady Bond Exchange Price for the Ptir Bonds and die Clobal Bond Issue Price), the Brady Bund Exchange Prices and the Maximum Clobal Bond Clearing Spread. 

Not laur titan 10:00 .AM., New York City lime, un the Krst Trading Day after die Expiration Date, or as soon thereafter as practicable (such dote of announcement, the 
"Announcement Date"), the Republic will announce, by press release issued lo die News Servires. the results of the Global Bend Offering. 

Settlement 

The settlement dale Cor the ClobaJ Bund Offering (die "Senlrmmt Date") wifl be the fifth Trading Day CoDowipg the Armouncement Dare (or, tT such Trading Day is uot a Business 
Day, the non succeeding Trading Day which is n Business Dav ). Settlement is subject to die suiisfuction or waiv er of emoin condiriotis sea Tonh in thr Dealer Managers Agreement. 

Neither the Republic nor the Denier Managers haw exprttiwed any opinion o« to whether the terms of ibe ImTlnfion arc lair. Neither the Republic nor the Dealer 
Manager* make any recoaunctidation Uul inwntors offer to exchange Brady Bontfe ca* purchase Clobal Bootfe or refrain from offering to do tio pursuant to the 
Clobal Bond Offering, and no one has been authorized by (he Republic or (fie Dealer Managers to make such recommendation. Investors must moke then' own 
detifiioa ad to whether to oiler to exdiange Brady Bonds or purchase Clobal Bonds pursuant to the Global Bond Offering, and, if so, the principal amount of Brady 
Bonds or Global Bonds to offer to exchange or purchase and the offer spread or price, if any, at which any troch offers should be made. 

Bondholders may contact (a) the Exchange .Agent for asasuouv in tilling out and delivering Letters of Transmittal, (b| efdier of the Denier Managers for answers to question* 
eanuf i i ri n g die terms of the Invitation and (c'| d*- Exchange Agent or efllicr of the Dealer Managers for ropies d the Clobal Bond Offering materials, bi rath cte* at one of the 
telephone numbers fisted below. 

Rnxm.ife ojpies of Letters of Transmittal will he aooepted. Lett its uf Transmittal and any CMnnHmutuinrei related dwreio diould be sent or delivered to the Exchange Agent at the 
address set forth below. 

The Exchange Agent for the Inrilalbn is: 

MORGAN GUARANTY TRUST COMPANY OF NEW YORK, LONDON 

60 Victoria Embankment, London EC4Y CUP, England 

Attention: Clobal Trust & Agency Services, Reference : Republic or Panama Invitation 
Facsimile; 44-171-325-92*2 Telephone; 44-17T-325-S977 

The Dealer Managers for die Inriiotion are: . 

BancBoston Securities Inc, 

100 Federal Street, Boston, Massnchusetts 02110 
Inside the U.S.:Toll-Frec (800) 573-9423 
Outside the U.S.: Call Collect (617) 434-3775 


J.P. Morgan & Co, 

60 Wall Street. New York, New York 10260 
irtsde die U.S.: Tdfl-Frcc (883) 25o-4999 
Outside the U.S.: Call CoUe« (212) 648-1510 
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M A residential property company 
on a European sate 

■ 1400,000 m* gross 

• Fif 14 thousand million 
in real Estate assets 

• market capitalisation 
of FrF 9 thousand million 


• Net profits up &49fta* 
at June 30, 1997 


a Sustained KtMty In property 
rental and sales 


I* 


* Looking beywtd the SGMCO 
nsaHs of June 30. 1997. 
the merger will open up dynamic 
and posithe perspectives - 
for the company 


Extraordinary general meeting 


At the exmtonfinaiy general turning 
of August 26, 1997, SIMCO abare- 
holders approved the tafcctner- 
mofer project, with retroactive 
effect fiom January], l997,ameem- 
i«g tbc Coznptgnk des louncnblcs 
de h Plai&e Mewcm (C0>U) an He 
bads of 5 QFM shares for 2 SIMCO 
shares wftfa effect From January l. 
1997. 


Prior TO tMg Iwfliiiiiifl ill fiui 

live December 31. 1997, The- roEow- 
tagopetadarBwia ale place: 

• The AXA-UAP Group, whose hoM- 
mgs fai £0400 inO stood at approxi- 
mately 4m after (hr uurrgrrr, hot 
applied to the Con seU its MtnUs 
Financiers /Council of Financial 
Metrites) far an exemption fram the 
abSgatbmmfika takover bid mref 
the SOfCO Savina-. 

■ SIMCO will acquire from AXA- 
UAP a conmMlnp block of itons, 
airmuainf lo G4^t of the capital of 

am-. 

• SIMCO urtU launch a simplified 
takeover bid for the CJPM securities 
at a shore price ofFrf 243, payable 

in Cash; 

• An extraordinary general meeting 
ofOPM will be h e U to approve the 
takeover-merger of dm by SMCOl 


Once tbc merger bas been esn^dded 
SBKOf tey agum win be sa ftd- 

lom; 

- eqohy copfafc FtF 5S thousand 
wlllbm* 

• iBiuA^d! II 0 B 8 O 

(BSOJOOO m* afhaUtabk spaed: 

• shops and "f Wwg 246,700 W QCC 

• Ibremst conmlktned rental 

icceqris: 

9 JO mllBon Grans (of wlddi TV* 
residential oral 970b in Pads and 

The Parts region). 


Activity for the first 9 
months of 1997 


■ w ! rh lug expert- 

wed Incwawd wUiiy butdfiftttd 
has remained solid and rents have 
condJBnd io dUb on icbstta^ 
^ThcconnKddpnpoiyKctaihBi 
Uiinihmiil HHiiJiknMc^ddy 
iIiKf the M oood u m iiig aod vfcrint 
sptetts fcfHrg, 

to be buoyant. 


Co-opted *«tor 
Ar (he meedirg of Ibe bawd of dbec- 
loi5 prior to the general meeting. 
Mr Bertrand de FEYDEAU was 
co-opted os a directo r, replacing 
Mr Utahel BEBTHEZENE who has 


A positive ouUoofc 
The highly sa t bfeCWiy operating 
remits recorded stare the beginning of 
the yearmn ihai cntmB profia for 
1997 should be oT the same order as 
IfiSCyiBtlf to wH i m icttfllOS COttpB- 
table and before expansion opera- 
doits. 


Half-yearly results 
As at June 30, income From rental 
operations stood a Frir 303.537,503, 
or which Fif MS.059.G96 (-0.47*0) 

i mum fi ttlll t qill. 

ConsoUdaKd net profits calculated 
an the bast* of ihc ux levels 
which cur r en tly apply totalled 
FrF 192383,004 i cjuu i mine a due 
of id Sti- 


The takemor-merger of CtPM rill 
coBwUderr SIM CO - j presence tn cfce 
private rental proper ty i marker and 
ftnpgnv its pradnetinitj by taking 
tuhmaage of the ec on o mie s of scale. 
In the longer term, os the economy 
recovers, rbr company will ben^ffr 
from the aaptbitltm of real estate 

assets of htyt quoEty “at the bottom 
of ike marker", which should increase 
in value. 


Oa ol tte oinoMnr 

In r" . - — 
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Simco 


TVC REAL ESTATE FOR RENT 


This announcement appears as a matter of record only 


ROSSIYSHY KREDIT BANK 


Export financing facilities 


USD 42 , 895, 000 


Purpose: 


Finance of the production of buses by 
KURUS Vehicle Manufacturing Co. Ud 
for the Local Government 
of Moscow 


Arranger and Lead manager 


BNP - Dresdner Bank (Hungaria) Rt. 


Co~Lead managers 


* 

CIB 


o 


EX 1 MBANK 


IwratHATlONM. BANK LTD. 


July 1997 


ESSENTIAL INFORMATION 
ON THE BANKING INDUSTRY 


Expert analysis of the key regulations and developments affecting 
the current and future growth of your organisation. 

Responding to industry needs, FT Finance provides objective and 
incisive Managemem Reports priced from £350/SUS595. These 
definitive studies are written by experts working within the industry 


FINANCIAL TIMES 
Finance 
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■ Europe & The Single Currency 

• Banking in EU, Switzerland & Norway 
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- Banking in France 

• Banking in the UK 

• Banking in Germany 

• Banking in Russia 

• European Banking Law 

• Banking in Asia Pacific 
•Banking in Japan 

• Banking in India 

■ Banking in South America 

• Banking in the USA 

• Banking in the Middle East 

• Business & Risk in Russia and the 
Baltics 


• The Impact of Internationa] Money 
Laundering Legislation 

• Retail Credit & Banking Fraud 

• European Treasury Management 1997 

• Risks & Rewards of Private Banking 

• Leasing & Asset Based Finance in UK & 
Europe 

• Banking Technology 

• Financing International Trade 
- Relationship Banking 

• Taxation of Finance & Derivatives 

• Asia's Emerging Bond Markets 

• Japan - Deregulation & The Future of the 
Financial Markets 

• Asia Pacific Profiles 

• Globalisation of Asian Firms 
-Islamic Finance 
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European sales in 1997 to exceed 455,000 units 

Nissan plans model blitz 


Nissan. Japan's third biggest 
carmaker, yesterday said it 
planned to launch up. to 10 
new models in Europe by 
2000 to improve its image 
and raise its market share. 

Speaking at the Frankfurt 
Motor Show,* Yoshihazu 
Hanawa, president, said 
European sales this year 
were already on course to 
exceed thd 455,000 units sold 
in 1996 due to new models, 
such as the UK-built Primera 
range. Sales of the 
new- generation Primera. 
launched last October, were 
50 per cent above those for 
the previous model in the 
first half of this year. 

Mr Hanawa predicted that 
production at Nissan’s 
plants in the UK and Spain 
would rise as part of the 
product blitz. “I think it’s 


Frankfurt Motor Slum 


important to produce 
vehicles near the market 
where they're sold,” he said. 
The company expects about 
90 per cent of its European 
sales will eventually be built, 
in the region. 

UK-truIIt cars would be at 
the forefront of the new 
product offensive, he said. 
Nissan remained on course 
to build a third model at its 
plant in north-east Rfngir»iHi 
in spite of the sharp rise in 
the value of sterling in the 
past year. - “I personally 
thinic this js a temporary 
phenomenon. We have to be 


able to cope flexibly with 
fluctuating enftwwigi* rates," 
he said. 

Nissan also Alena to boost 
output and turn round its 
loss-making operations in 
Bpidn .by buadmg two new. 
models in the c ountry. Hie 
company plans to launch 
new medium-sized and huge 
multi-purpose vehicles to 
replace the current Serena 
model and to take up alack 
capacity when its contract to 
build a sports utility vehicle 
for Ford expires. 

Mr Hanawa said Nissan 
was still studying whether 
the new vehicles could be 

built on the wwm pl a t fa prw 

(basic engineering struc- 
tures) as its existing prod- 
ucts to save costs. “Our 
objective is to reduce our 
costs in Europe by produc- 


ing -models on a com mon 
platform in the UK end 
Spain”, he said. 

Failing that, he said Nis- 
san was also examining a 
less radical approach, in 
which the new cars would, 
share the bulk of their com- 
ponents, but not their entire 
platforms, .with other grot® 
vehicles. 

Mr Hanawa. who took over 
as president last year, said 
the company bad no plans at 
present to build a car factory 
in easte r n Europe to meet 
the rising demand the re. Tf 
demand continues to grow, 
ther e might be some possi- 
bility (of local production)’*, 
he said. "However, we have 
no plans, at present," be 
added. 


Jaguar 
dealers 
plan to 
invest 
$1.6bn 


Haig Simonian 


Porsche 

cautious 

over 

Boxster 


Porsche, the German sports 
car maker, yesterday ruled 
out an increase in produc- 
tion capacity at its Znfiten- 
hausen plant in Stuttgart in 
spite of demand far its new 
Boxster and 911 models 
“exceeding even our most 
ambitious expectations”, 
Wendelin Wiedeking, chair- 
man, said yesterday. 

The only circumstance 
under which additional 
capacity might be considered 
is if Porsche were to decide 
to go ahead with a sports- 
utility four-wheel-drive proj- 
ect it been wwritiwing 
for some time, or if some 
other additional model were 
to be added to its range, said 
Mr Wiedeking. 

“For a sports-utQity proj- 
ect to go ahead we would 
have to be absolutely certain 
that it had good, long-term 
prospects; we could never 
afford it to be subsidised car 
production. Those studies 
are still going an and on that 
basis, it would be highly 
unlikely that there would be 
any capacity increase this 
century", he added. 

Under a VW partnership 
Valmet Automotive is 
assembling Boxsters under 
contract at a planned rate of 
5,000 units a year. 

Mr Wiedeking was speak- 
ing as Porsche formally 
unveiled an all-new version 
of the 911 sports car which 
has provided the backbone 
of the company's sales fra: 34 
years. 

The Boxster and 911 are 
each expected to account for 
around one half of Porsche’s 
predicted sales of 38,000 cars 
in its 1997/8 business year, a 
15 per cent rise on the cur- 
rent year's 32^00 - itself a 68 
per cent jump over the previ- 
ous year. 

Porsche is predicting 
another big rise in profits 
after reporting earlier this 
weds that profits In the year 
ended July would be more 
than double the previous 
year’s DM4S.lm ($26. 7m). 
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Audi's three-cylinder aU-ahmdnium A12 concept car, weighing just 750kg, shows what can 
be done with the latest technology . ap 


Audi takes the wraps off 
its lightweight contender 


John Griffiths 


Audi's experimental A12 
all-aluminium car, unveiled 
at the Frankfurt motor show 
yesterday, is likely to form 
the basis for a new super- 
frugal four-seater car which 
will break all records for fuel 
consumption. 

The new car, expected to 
be called the A2, is forecast 
to consume less than three 
litres of fuel for every 100km 
travelled. German car- 
makers, smarting from envi- 
ronmental chall en ges, have 


been locked In a fierce battle 
to build the first “three litre 
car”. 

Audi has declined to say 
the A12 Is a precursor of the 
A2. According to the com- 
pany, the A12, which weighs 
just 750kg in its basic ver- 
sion, is a “technology show- 
case" to show what can be 
done with the latest technol- 
ogy, such as extensive use of 
lightweight aluminium. 

Franz- Josef Paefgen, 

speaker of Audi's manage- 


ment board, said in an inter- 
view that the company 
hoped to build “at least 
50,000 units a year” of a 
future three litre car. The 
vehicle would be powered by 
a directly-injected turbo die- 
sel wn gfo p to maximise fuel 
economy, but would have 
the capacity to transport 
four arinifa and their luggage 
in comfort over long dis- 
tances. 


Jaguar Cars' 650 dealers 
world-wide have embarked 
on $i.6bn investment pro- 
gramme in new and 
opgraded facilities on guar- 
iwitft ff from the Ford-owned 
British luxury car maker 
that they will benefit from 
expected explosive growth 
of Jaguar's sales over the 
next several years. 

Dealers In Europe and 
North America have been 
given assurances that dealer 
numbers will not be allowed 

to grow in these markets 

despite the introduction of 

the new “smaller” X200 
s nl ff on early in 1999 which 
is expected to at least doa- 
ble Jaguar's production to 
over 100,000 unit s a year - 
ly r etur n, the network has 
committed itself to spending 
nearly *l-5m per dea ler to 
build new or upgrade prem- 
ises. 

However Jaguar execu- 
tives indicated here last 
night the dealer population 
In t hes e markets will con- 
tinue to be pegged at these 
levels even if a new, even 
smaller Jaguar, likely to be 
built at a rate erf another 
100,000 units a year, is 
pjuwi final approval by Ford 
A fo qgjinnt y study for the 
new car, xHirilar in size to 
BMW’s 3-Series and code- 
named X400, is due to be 
completed this autumn and 
Ford chairman Alex Trot- 
man has already given the 
project his tad t sup port. 

The effect on turnover and 
profitability of the dealer 
network would be dramatic, 
said Roger Puttnam, Jag- 
uar's sales and marketing 
director. “Taking the UK as 
an i»Mnip i», two years ago 
each dealer was selling 
around 50 new cars and 100 
used cars each. With the 
introduction of the X200, 
this win rise to around 170 
new cars each, with about 
200 used as the Jaguar popu- 
lation grows”. The go-ahead 
for X400 would give each 
dealer the prospect of sell- 
ing more than 300 new Jag- 
uars a year. 

Jaguar has already taken 
ac tion to increase dealer 
networks in markets where 
it has been historically 
weak, inducting Japan. 

Even if Jaguar eventually 
needs more physical sales 
outlets in Europe and North 
America, this will be 
achieved by exis ting deal- 
ers. “Many of the dealers 
have had something of a 
rollercoaster of a ride with 
Jaguar’s various misfor- 
tunes over the past 30 years; 
now we’re trying to gi v en 
them a sensible, stable envi- 
ronment". 

He warned, however, of 
two “downsides” to dealers: 
the growth of the Internet 
and other global media 
would mean a more into* 
grated car market in which 
prices would come under 
greater pressure. Jaguar’s 
dealers also faced sharply 
declining revenue from 
parts and other aftermarket 
business. 


Haig Simonian 


John Griffiths 


VW coy on expansion strategy 

T he sharp drop in issues planned for the Ger- 
Volkswagen’s share man market, 
price clearly shows The German government's 


T he sharp drop in 
Volkswagen's share 
price clearly shows 
th*» dismay shareholders feel 
about last week's surprise 
announcement of plans to 
Issue 6m new shares to raise 
up to DMSbn ($4. ton). 

Investors have been 
unnerved not only by the 
way the announcement was 
made, but also by the dilu- 
tion of existing sharehold- 
ings that the issue would 
represent, and the lack of 
detail VW has given - which 
has triggered rampant specu- 
lation about takeovers and 
expansion. 

The nnnniTnrwnwit wwrtw i. 

dieted VWs insistence ear- 
lier this year that it had 
ruled out a capital increase 
in 1997. “Everybody was 
angry about this,” says 
Georg Sttazer, car analyst at 
Bayerische Vereinfibanh. 

A wording to Mr Stflrzer, 
the capital increase - which 
will involve 3m shares 
issued through a rights 
issue, and the other 3m 
shares placed with new 
investors - will dilute earn- 
ings per share by about 8 per 
cent next year. 

The decline in the share 
price has been exaggerated, 
according to Klaus-JOrgen 
Melzner, car analyst at Deut- 
sche Morgan Grenfell ia 
Frankfurt, by the fact that 
the capital Increase is likely 
to coincide with several 
other big up-coming share 


issues planned for the Ger- 
man market. 

The German government's 
remaining stake in Luft- 
hansa, Ibp atrilftp, ]g due to 
be sold this autumn, while 
Bayereiche V ere ins bank and 
Thyssen, the steel and engi- 
neering group, are also rais- 
ing money on the capital 
markets. 

VWs share price fell again 
yesterday — taking the total 
decline. since the close of 
trade last Thursday to 13 per 
cent - In spite of the move 
yesterday *by Ferdinand 
Pifich, chairman, to calm 
investors by ruling out a 
purchase of another car 
maker. 

In spite of Mr PiSeb's 
efforts, the hottest topic of 
speculation at the Frankfort 
car show was what VW 
would do with the cash it 
planned to raise. Mr Pigch's 
denial that VW was planning 
to buy Porsche did not stop 
the gossip. 

“Rolls-Royce could be for 
sale." said one executive at a 
rival car maker, who also 
speculated that the car- 
maker could be planning to 
venture into the truck busi- 
ness - already a very hotly 
contested market 

VW has explained that it 
wanted to seize the opportu- 
nity offered by the sharp rise 
In its share price to raise 
new capital, which could be 
used to support expansion 
outside Europe - possibly in 



The new VW Golf is 


Asia or South America. 

Analysts at the car show 
yesterday found this plausi- 
ble. VW is already stepping 
up production in Mexico to 
cope, among other things, 
with the new Beetle. VW 
might also be looking to 
raise its presence in India. 

Unlike in China, where 
VW has one of the most suc- 
cessful car ventures, VW has 
no real foothold in India r 
has been In talks to set up 
joint ventures but these 
appear to have stalled. 


Alternatively, Audi, VW’s 
luxury brand, might look to 
follow other luxury car mak- 
ers. such as Mercedes and 
BMW, by building a factory 
in the US, where it has only 
about L5 per cent of the US 
passenger car market 
But analysts remain suspi- 
cious they insist that such 
expansion, if it were to 
come, could be financed out 
of the company’s cash flow. 

But perhaps the real rea- 
son for VW’s decision is the 
desire to prepare for any pos- 


sible future downturn in the 
world car market . VW may 
want to raise capital now 
while its share price is rela- 
tively high and car demand 
is strong, so it can defend 
itself if it is called upon to 
do so when conditions 
become less favourable. 

“They w£Q want to play a 
proactive role if there is a 
shak eout in the car industry. 
They do not want to be a 
target,” said Mr Melzner. 


Graham Bowley 











k BT Alex. Brown 


Incorporated 

We are extraordinarily pleased to announce that the merger of Alex. Brown 
into Bankers Trust is now complete, creating our new, integrated investment 
banking group, BT Alex. Brown Incorporated. The combined firm will be 
the preeminent source of financing for growing and restructuring companies. 

This event marks the historic combination of the commercial banking 
pioneer in capital markets with the oldest investment bank in the United 
States. While this union has been referred to by some as a landmark industry 
event, its greatest significance is that it creates the first firm to offer clients 
the powerful synergies of truly integrated financial capabilities. BT Alex. 
Brown will present a single source of innovative, flexible approaches to all 
our clients’ needs, from common financial challenges to the most 
complex financial problems. 

Alex. Brown’s skills in equity underwriting, research, and distribution, based 
- $ • On its industry- focused approach, combine with the proven high-yield bond 
and leveraged loan expertise of Bankers Trust. Alex. Brown’s merger and 
acquisition advisory capabilities, which leverage its industry knowledge, 
complement Bankers Trust’s existing strengths in risk management 
. advisory services and BT Wolfensohn’s expertise in global M&A. 

The union also creates an exceptional range of services and products for 

• . • • .; -j. . 

private investors by combining Alex. Brown’s highly respected network of 
registered representatives with Bankers Trust’s global network of innovative 
private bankers in our newly formed Private Client Services Group. 

BT Alex. Brown presents a breadth and depth of competencies unique in 
the marketplace, and will serve as a cornerstone in our continuing effort to 
build value for our clients around the world. 

—Frank N. Newman 
Chairman and Chief Executive Offi cer 
Bankers Trust New York Corporation 

k Bankerslrust 

Architects of Value 

j. 
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Licence deal with Johnson & Johnson for UK company's lead product fails to materialise 


T T 


Biocompatibles shares tumble 36% 


By Roger Taylor 


Biocompatibles yesterday 
became the latest in a suc- 
cession of biotechnology 
companies to see its share 
price tumble after failing to 
live op to optimistic investor 
expectations. 

Tbe shares dropped 415p to 
732V4p - a 36 per cent fall - 
when it said that Johnson & 
Johnson, the US healthcare 
group, had decided not to 
licence Biocompatibles' lead 
product The deal had been 


widely expected and was 
seen as an important vote of 
confidence in the company’s 
technology. 

In recent months a series 
of biotechnology companies, 
including Scotia and Cell- 
tech, have seen their share 
prices perform similar dives 
after disappointing news 
leading to a weakening of 
confidence In the sector. 

Biocompatibles has been 
one of the most successful 
biotechnology stocks. Its 
shares rose from 150p two 


years ago to £14 in May, 
driven by excitement over 
its core product, PC coating, 
an innovative chemical 
which prevents adverse reac- 
tions with the body and has 
a wide range of applications 
on medical implants, contact 
lenses and cosmetics. 

The company h ffld identi- 
fied stents - metal devices 
used to hold open damaged 
blood vessels - as one of the 
first products suitable for PC 
coating but yesterday said 
Johnson & Johnson, which 


dominates the $ 8 Q 0 m-a-year 
stent market had passed up 
the opportunity to use the 
product 

Analysts yesterday cat 
back Baming R forecasts as 
they criticised the company 
for failing to keep them 
informed of the progress of 
negotiations. . In July it 
responded to investor wor- 
ries at delays to the negotia- 
tions with Johnson & John- 
son by saying that this was 
because the talks had been 
widened in scope. 


It said yesterday that it 
had not misled investors and 
that it expected very soon to 
concl u d e an agreement with 
Johnson & Johnson; though . 
it would be different from 
the one originally expected, 
ft hopes to develop new stent 
products for the US group . 
using a PC coating with 
added drugs. However this 
product could take some 
years to develop. 

Biocompatibles added that 
it was stall pursuing a num- 
ber of other possible collabo- 


rations with Johnson & 
Johnson over wound dress- 
ing. contact -lenses and cos- 
metics. Johnson & Johnson 
is one of the largest, share-' 
holders In Biocompatibles 
with about 5 per cent 
Biocompatibles added that 
vit.-had begun, negotiations 
with other, leading . stent 
companies over possible 
licencing dealp. 

The news ^came -as jhe 
company anfiotmced interim: 
pre-tax losses o£.*£U.4m 
. (£8m) an tnntdver of £7 Ait 


H&Cin 
sharp 
decline 
to £39m 


By David Blackwell 


Harrisons & Crosfield, the 
underperforming conglomer- 
ate, yesterday reported a 
sharp fall in interim pr ofit s 
- but Investors will have to 
wait until next month for 
the outcome of a review. 

Bill Turcan, chief execu- 
tive, said the review was 
looking at a range of 
options. He referred to work 
being done on tax problems, 
which analysts said 
suggested the options 
included a sale or demerger. 

Bat he would not com- 
ment further before Jona- 
than Fry, former head of 
Burmah Castrol, took up his 
duties today as chairman. 

Pre-tax profits for the six 
months to June 30 slid to 
£3&6m ($62-9m) from £64m r 
which included £17.9m from 
the sale of the Papua New 
Guinea plantation business. 

The group estimated that 
operating profits from con- 
tinuing businesses had suf- 
fered an £8m hit from ster- 
ling’s strength. Operating 
profits fell to £41 An (£49 An) 
on sales of £985An (£978An). 

The chemical division's 
operating profits fell 3 per 
cent to £28 An, after a £5m 
impact from sterling. 

The timber and building 
supplies unit was hit by a 
£2.8m charge following an 
accounting error. Operating 
profits leapt from £2.6m to 
£9m. In the UK, Harcros 
profits almost doubled to 
£9.7m, while Moore's loss in 
the US was reduced from 
£2. 4m to £700,000. 

Profits at the food and 
agriculture division tumbled 
to £7.7m (£L&2m), hit by the 
effects of BSE on UK cattle 
feed sales. 


Burford chief to resign at year-end 


By Norma Cohen, Property 
Cotrespondcmt 


Nick Leslau, one half of the 
duo who until recently 
seemed to have the Midas 
Touch at UK pro p erty group 
Burford Holdings, will r es ign 
as chief executive at the end 
of this year. 

From January 199B, Mr 
Leslau will become non-exec- 
utive deputy chairman and 
John Anderson, property 
director, will succeed him as 
chief executive. Nigel Wray, 
the entrepreneur whose 
other business interests 
have ranged from share tip- 
sheets to sporting clubs, will 
remain as ffrmir-nnflTi. 

Mr Leslau said yesterday 
that he intends to form a 
new company which, like 
Burford, will be reversed 
into a listed shell company. 

"It will be a listed com- 
pany, it will be in p roperty 
and it will have Nigel Wray 
as an investor," Mr Leslau 
said. 

The announcement fol- 
lowed nearly a week of spec- 
ulation about the company's 
two top executives, since 


Burfor d admitted it was in 
talks about a merger with its 
much larger competitor, 
MEPC. Since last Wednesday 
when the talks were 
revealed, the company's 
share price has fallen almost 
15 per cent closing yesterday 
at 104p. 

Some 7 An Burford shares 
traded hands yesterday, one 
of Its most active days. 

Mr Leslau was at pains to 
say the decision to leave had 
nothing to do with the finan- 
cial condition of Burford. 
Indeed, he said, if the share 
price remained at its current 
level “we will buy the shares 
back”. 

The problem, he said, was 
that Burford bad become SO 
large - Its net asset value Is 
over £500m - that It was no 
longer possible to reap from 
it the fantastic profits 
accorded to successful entre- 
preneurs. 

Mr Leslau’s own stake in 
the company is Just under 
one per cent “I feel a dislo- 
cation from ownership.” 

Bur-ford's shares have his- 
torically traded at a pre- 
mium to net asset value. 


Bupfonl Holdings 


& 


Share prtee relative 
to the property sector 

.300 
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TICK COMMENT 

Biocompatibles 




If biotechnology wonder 
stocks seem conspicuously 
disastea>prone, do not be 
surprised. In such high - 

risk, high reward invest- ■- 

meats the danger of big 
upsets — such as that --- ---'■-■ “>1 
which devastated Biocom* 
parities’ share price yes- 
terday — is a fact of life. 

Feiw tears need be shed tor 
the company’s distraught 
investors. Even tor th em , 
yesterday's news is not the 



yesterday's news is not the i V C: : : V. 

laid of the world. -Undani- CCiv. 

ably, the non-appearance ■ V A V ’ -ClV 


non-appearance 

of the expected partner- -• 1 ? W. :>V 

ship wfth Johnson & John - ^ 

Ttes ^rodwtfe fsercre^- itt to not Just that Johnson’s 
US market position in this field is so strong; if Biocompa- 
titties' product - a coating Menffly to the humaii boHj - 
is so special, why would Johnson pass up the chance to 
use it? But no-ane is suggesting the technology does not 
stm have real value. It is some consolation, fear instance, 
that- Johnson is still planning to work with Biocompati- 
bles for a next generation product. 

Nevertheless, shareholders do have one legitimate 
moan: Biocompatibles' management allowed market 
expectations of the likelihood of a lucrative deal with 

TT . . i i .r TWis lnvurtnrc 


expedauuus u ujc — * - -- — 

Johnson to run seriously ahead of reality. True, investors 
may be guilty of letting exuberance get the better of 
them But the company did nothing to dampen then- 
enthusiasm. - there have even been hints of a Johnson 
bid, whereas in fact Johnson carnally cut its stoke earlier 
this year. A touch more sobriety earlier, and Biocompati- 
bles’ credibility would have taken less of a hammering 
yesterday. 




7094 




even during the recession to 
the propert y market when 
other companies traded at 
significant discounts. 

However, tbe share price 
ima suffered July thip 
year when the company 
bought back the building 
which, houses the Trocadero 
leisure and entertainment 


centre in London’s west end. 

Burford had earlier spun- 
off the Trocadero project to 
its shareholders and taken a 
stake in the management - 
company. 

Mr Leslau had served as 
chief executive of the man- 
agement company until ear- 
ner thin summer. 


The fact is that Burford is 
in very good chape,” Mr Les- 
lau said. This is really a 
personal thing. It's not about 
Burford at alL” 
Shareholders, he noted, 
have made roughly £L00m 
out of Trocadero since Bur- 
fbrd's first involvement with 
it same IS months ago. 


La Senza shortfall prompts Aim queries 


By Christopher Price 


Shares of La Senza, the 
lingerie retailer, yesterday 
fell sharply after the com- 
pany said its results had 
fallen short of projections 
made when it joined the 
Alternative Investment Mar- 
ket (Aim) last year. 

The shares, which were 
floated at 150p, fell 26%p to 
38ftp. 

The slide has hi g hli g hted 
concerns among investors 
that same companies listed 
on Aim, the market for small 
companies, may have issued 
overoptimistic forecasts in 
their prospectuses. 

The Canadian-controlled 


group reported losses of 
£2An ($4. 72m) for the half 
year to August 2, and said 
its full-year deficit would 
exceed last year's £1.5m. 
Prior to its flotation in May 
1996, La Senza forecast it 
would break even by Febru- 
ary 1 1907. 

News of the latest Aim 
company to fell short of its 
projections comes just days 
after Ellis & P artners , that 
market's most active stock- 
broker, said it would no lon- 
ger issue flnsm trial forecasts 
for new companies and 
would avoid floating start-up 
ventures. 

The broker’s move, which 
is also being considered by 


other Aim advisers and bro- 
kers, was in response to a 
series of profit warnings 
among its 25 Aim . clients. 
Aim, established in June 
1995 as a market tor “young 
and growing companies”, 
Tias attracted almost 300 
members, capitalised collec- 
tively at £lbn. 

An FT survey is July 
found that of the 190 compa- 
nies which joined In Aim’s 
first year, 29 new or very 
young companies made 
financial projections and 17 
of these subsequently issued 
profit warnings. 

Laurence Lewis, deputy 
chairman of La Senza, 
blamed its poor perfor ma nce 


on the vagaries of the UK 
property market Compli- 
cated lease agreements, 
gazumping rising prop- 
erty prices had combined to 
slow down an ambitious 
opening schedule. • 

The company, which will 
have 52 stores by the end of 
the year, intends to freeze its 
expansion programme. Mr 
Lewin said the group, which 
had forecast pre-tax profits 
of £14.1m by 2001, was no 
longer making projections. 

Peter Ashworth, Aim ana- 
lyst at Albert E Sharp, the 
stockbroker, said concerns 
over financial forecasts were 
prompting a “flight to qual- 
ity" by investors and risked 


tainting both advisers and 
brokers associated with 
wrong predictions. 

Bill Brown, an Aim fond 
manager at Ivory & Syme, 
said dropping forecasts far 
flotations would only "pun- 
ish the small investor” as 
institutions would he able to 
get Informal guidance from a 
company’s broker on likely 
financial projections. 

The stock exchange said 
recent rule changes were 
safeguards . for investors. 
These dsnand that company 
advisers regularly review 
progress towards any proj- 
ected target and companies 
immediately report any 
adverse rfimgag. 


BBA close to 
sale decision 


By Rosa Tieman 


BBA, the diversified 
engineer, is dose to deciding 
whether to keep or sen its 
electrical engineering busi- 
nesses. 

The group has received 
many approaches from ven- 
ture capitalists after indicat- 
ing that their fixture was 
tinder review earlier this 
year. 

With, operations world- 
wide, the two businesses, 
Haefely Trench and Ajax, 
s pecialis e In making equip- 
ment to measure the voltage 
of current delivered by 
power stations. Together 
: they achieved sales of £93 An 
($i52.im) during the half to 
June 30. 

' Roberto Quart a, BBA’s 
chief executive, said “we 
have a question mark over 
whether Haefely Trench can 
grow at the rate that our 
other businesses ran, This 
year will be decision year an 
whether we retain Haefely 
ot sell it". 

Mr Quarta said that with- 
out Haefely Trench, Ajax 
would he too small to remain 


within the group. 

Analysts are convinced 
the businesses will be sold, 
in a deal that could raise 
about £ 180 m and almost 
eliminate group borrowings. 

The announcement accom- 
panied a A8 per cent fell in 
pre-tax profits for the half to 
June 30 to £7&3m- 

However, the figures were 
distorted by exceptional 
gains of 211 m during the 
same months of 1996, and a 
net exceptional loss of £L9m 
in the first six months , of 
this year. 

Preexceptional profits for 
the half to June 30 rose ll 
per cent to £80 .2m, on sales 
■ ahead 20 per pent to £628m. 

Underlying sales growth 
from core businesses was 6 
per cent 

The shares rose 9%p to 
407%p. 

Mr Quarta said BBA, 
which has gearing of 57 per 
cent, would happily borrow 
up to £200m to make further 
.acquisitions. The friction 
materials business Is u sing 
its strong European position 
as a platform to expand into 
the US and Asia. 


State Street Global 
targets UK pensions 


By Jane Martinson. 
Investment Correspondent 


State Street Global 
Advisers, the third-1 argest 
US asset manager, is plan- 
ning to launch an assault on 
the UK pension fund market 
with a new range of index- 
tracking products at the end 
of this year. 

Tbe group, which plans to 
increase its assets from 
non-US investors from 20 
per cent to 50 per cent over 
the next four years, then 
aims to move into the care 
UK area of balanced fond 
wianag pTTw n t in the second 
half of 1998. It manages 
$358bn globally. 

The plans follow the 
appointment of Alan Brown, 
a London-based Englishman, 
as chief investment officer 
last month. 

Mr Brown said yesterday 
that the group's intentions 
for the UK underpinned its 
ambitions to become one of 
tbe “few truly global, 
multi-service, multi- 


investment firms”. 

SSGA’s ambitions are part 
of an Industry trend towards 
globalisation. 

The group hopes that the 
new range of seven index 
tracking foods will attract 
some glbn in assets soon 
after launch. 

The pooled vehicles are 
expected to operate at a loss 
for the first few months Of 
operation because of their 
relatively small size. 

The index-tracking sector, 
which has performed partic- 
ularly well In the past year, 
is dominated by Barclays 
Global Advisers and Legal 
and General in the UK. 

A leading consultant said 
that SSGA had to be taken 
seriously on the index track- 
ing side, partly because 
of its reputation in tbe 
US. 

However, he questioned 
its strategy of promoting a 
more active approach. “Very 
few fund managers any- 
where in the world have 
credibility on both the pas- 


sive and the active side of 
the business.” 

He added that there was a 
“history of US groups 
throwing a party at the 
Savoy and saying how great 
things are and not having 
the staying power for tbe 
difficult UK industry". 

SSGA’s plans to introduce 
more balanced funds next 
year - which invest in all 
types of assets and tend to 
be more active - are partly 
a recognition of the competi- 
tive nature of the UK mar- 
ket 

“The UK market is a very 
specialised market and a 
very competitive one,” he 
said. “Ton can't afford to 
give somebody a reason not 
to appoint yon.” 

The group is best known 
for its passive management 
style which is dominated by 
quantitative techniques 
based on computer models. 

It currently offers one 
balanced fund in the UK 
for a subsidiary of a US 
client 


Croda to focus on oil products 



By Roger T«ytor 


Keith Hopkins: no timetable 


Croda International, the 
chemicals group, is to its 
non-core cosmetics and coat- 
ings businesses to focus 

entir ely on animal and vege- 
table oil products. 

The move, which analysts 
estimate could raise up to 
£77m (8125.5m) follows a 
trend among chemicals com- 
panies to restructure their 
assets and dispose of less 
profitable divisions. ICI 
recently sold much of its 
industrial chemicals divi- 
sion, and BOC is to sell Its 
h e althcare division. 

Keith Hopkins, chief exec- 
utive, said he wanted to get 
rid of the lossmaking cos- 
metics business, the weak 


coatings division and some 
non-core chemicals 
operations - adhesives, dis- 
tillates and colourings. He 
said the group had set no 
timetable for the sales, but 
was prepared to act quickly 
if It needed to raise cash for 
acquisitions. Last month 
Croda spent £49m buying 
Stoa, a French oleochemicals 
company specialising in the 
supply of ingredients for 
ski ncare products. This took 
gearing to 74 per cent 
In recent years, Croda has 
sold off a number of other 
non-core businesses, Includ- 
ing printing inks and pet 
foods. 

Tbe group confirmed yester- 
day that the strong pound 
bad knocked £5m off. interim . 


pre-tax profits as foreshad- 
owed. It expected a slightly 
higher impact in the second 

half. 

Turnover to June 30 fell 6 
per cent to ran?™ (£230m), 
but would have been £14m 
higher but for sterling, 
Croda said. Interim pre-tax 
profits were flat at £22 6m 
despite the loss in turnover. 

The company said under- 
lying growth was more 
encouraging, with sales vol- 
umes up 7 per cent 

Kamings ware unchanged 
at 11.5p, but the dividend 
was lifted 10 per cent to 
3.55p (3.45p). The shares 
closed 5V»p lower at 358p. 

Brokers are forecasting 
£4uL8m for thin year and 
£53.5 di for next 
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ANZ Banking Group (New Zealand) Limited 

(incorporated with limited liability in New Zealand) 

U.S.$ 125,000,000 

Subordinated Floating Rale Notes doe 2005 
guaranteed on a subordinated basis by 


Australia and New Zealand Banking Group Limited 

A.CN.005357522 

(tncorpanncd limited liibiitty In die State ef Hnwia. AtutmJvl 

NOTICE IS HEREBY GIVEN that for tbe Interest Period 1 0th 
September. 1997 to 10th December. 1997 the Notes win carry a Rate 
of Interest of 6.16875% per cent per annum with on Amount of 
[merest of U.S. SI 55.93 per US. SIO.OOO Note and U.S. SI .559.32 
per ILS. SI 00,000 Note. The relevant Interest Payment Date will be 
10th December. 1997. 

The First National 
Bank of Chicago 

Agent Bank 
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USilOO, 000,000 
Floating rate notes 2003 
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l he period 10 September 1997 
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payable on 10 March 1998 udB 
amount to USS140.G2per 
USS5.000 note and USSZ81Z41 
per USSmOOO note. 
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Aggregate 
Industries 
in strong 
showing 


By Andrew Taylor, 
Construction Correspondent 


Strong per fo r ma nces in boi 
the UK and US lifted Aggr 
gate Industries’ first resul 
since it was created throng 
the merger of Barden ar 
Qmtim in ApIL 
Interim pre-tax profit 
including just seven wee! 
of Camas, increased by S 
per cent to £7 An after int 
grathm costs of £7m. 
Operating profits won! 
have risen 23 per cent 1 
£25m if the two companh 
bad been combined for ti 
foil six months, said chli 
executive Peter Tom. Pi 
forma sales rose 11 per cea 
to £322.4m (£29 1m). 

The merger created th 
UK’s fifth largest aggregarf* 
group and the US’ loth lari 
est. The combined grou 
was left with net borrov 
fog® Of £263-4m — fpjn -p up n 
iug 42 per cent of tb 
enlarged share capitaL 
The merger followed 
series of takeovers, merges 
and joint ventures whic 
has left some 80 per cent < 
UK aggregate sales in tl 
hands of just six camponiei 
A ggreg ate Industries sai 
industry prices in the UI 
which have been muc 
firmer following that consd 
idation, rose 8 pa cent t 
the first six bkhi% , its vo 
nme sales rose by the sam 
percentage. 

Pro forma European pro 
its, of which the . Ul 
accounts for about 90 pc 
cent were £19m (£ 16.6m), 
PS iHTjfltg, pro forma, ros 
from £3.7m to £6m, with vo 
nmes and prices ahead t 
most regions. 

Plans to increase substax 
tially federal spending o! 
roads over, the next si 
years are expected to undo 
pin aggregates sales! to th 
US over the next few years 


S 


4-' 



*• \ 
m 

-* *' 




9 






27 









t? 


-WE** 

g ’*ae c 

C^ Q ^nr&C | w 

ik4sw!Vw 16 ^ 

Of a ig£* S 
^8*? 
S^s 

•f -araer. andBn-,^ 


iseto 

ision 


r 


■ Vlt *-i *■£* gr.q. 
Ar.2.;.si» arc cqe^ 

-* ala: Rmidaf 

a . ec - : £:? -~ aa % 

• -ir-'-- ^pb®^ 
azio^eeasa^. 

: »;’v..u .-. -.• piTCSSEO- 

>-~-- T * mfe :Q.-j £ j aE : 

.•^*-::rsjE. 

r: ■•••• ••.•;: -^5 fuse 
- *' r ’-- :: es:e^E 
^- r -' :: •:*.= Srss 

:•.*:•? ^’.r^izzirjsiE^: 
.' :.r>: §a ran; 

* J T'--7:;::":ca. pise 

-. . r :: :z=Szsi 

;■ : .zi: v: ia^cs 

.'. .-sirs EnC 

• -:•- -■•:? ruiiswa- 

: :y».j ?#- 

:.’; ..:ir-i el; £ 

; ■ •; il* :«.-=? i 5? 

:..-_: :sh* is 
-.* i..-:?ssS=c 

\ :i3! s 

. .,y.::rz::-^= r 

• - . \ -cl 


Aggregate 
Industries 
in strong 
showing 

'Z^4 

i .-7 ^ : • -i 

A? - - 


■• "' ...rs!'-= 5 .r^#- 

■■*'■ • -^S ^ ifl 

—*.3: •• 

I ; ?*= : ;x e f ?. 

■ "A* ."■*/ 

* C-l* 

.- ■•■''2 

* . -;5‘ ■' 

•• • . -s- . 

,.U . ; P ' „■? 

t>v‘ r -^i=;:V 
.. -. .’■ •* , jV' 

■•• * - ’ J-' ^;5 i 
***... -*,<> 

'.17'^ 

^ - '’I 

- - - ■’ -a <. • <■ 

*-■- .> 
r--‘ 

‘ .*7+' c* '.V 
~ ?•; 

* - . : ;- • ; 7 ;* 

.i>V 

.T.i- 4-' r. ' 

I -Sj • — 

••f- « i 

■* 

: ' j*.* 4-..v ■ 

Vi V 

* v* 

••V- 

- 

.■a _, fc^.-r-' 

;4f' _• #■ 

,»*»■ "-n •"' 


FINANCIAL ti mes 


WEDNESDAY SEPTEMBER 10 1997 


INFORMATION TECHNOLOGY 




‘Intuition’ will 
one day 
replace the 
‘one size fits 
aOU’ approach 

erso nal computers 
are primitive. They 

have little abQify to 

axtridpate the needs 
of uaers and they- force os to 
team complex taroc^nres to 
1 perform even simple tasks 
such as writing a tetter. — 
Were this the statement of 

- a disgruntled pc user, it 
might Hat be surprising or 
unusual. Coming 1 from 
Microsoft, the -world’s lead- 
ing supplier of pc software, 

” it is a revelation. 

■‘Simplicity'’ is the new 
watchword on the campus in 
Redmond, Washington, tha t 
houses most of Microsoft's 

- employees. Just as the soft- 
' ware powerhouse turned its 

artillery on the internet two 
years ago, it now aims to 
create a big new market for 
its programs by making the 
PC more “intuitive” to use. 

Ima gi ne, if you will, a 
home PC that keeps track of 
family members* use of the 
machine, ft learns that Mom 
always checks the news 
headlines, but is also inter- 
ested in gardening. 

First thing in the morning. 
Dad wants' an update on 
local traffic and business 
headlines. Later in the day, 
he would like to check the 
football scores and the prices 
of stocks in his portfolio. 
-The PC will automatically 
collect this information from 
internet sources and synthe- 
sise it to create brief “head- 
lines” on his “start page”. 

The children use several 
programs to do their home- 
work, but if they can get 
away with it will play com- 
puter games first. The PC 
will automatically block 
entry to these games on 
school nights, if the parents 
set the rules. 

Today, this is only a pipe 
dream. However, it is part of 
a “concept” version of Win- 
dows, currently under devel- 
opment at Microsoft, that 
may become a ■’ product 
within a few years. 

By then, the PC will have 
a "personality” compatible 
with that of its user. It will 
build and modify its user 
interface as you work, seem- 
ing to recognise your vary- 
ing moods or interests and 
responding to them. 

This is a quantum leap 
from the “one size fits all” 
versions of Windows that are 
loaded on the vast majority 
of PCs in use today. Instead 
of conforming to software 
“standards", PC users will 
be able to customise their 
own PCs, and potentially 
any PC they use, to fit theft- 
own needs and preferences. 

The goal, says Jim All- 
chin. Microsoft senior 
vice-president, is to create 
an “intuitive, helpful inter- 
face” that provides a “rich, 
sensory experience” for the 


Microsoft's Windows- Louise Kehoe 

with personality 



user. Demonstrating an 
early prototype of this Win- 
dows Vision software he 
points out that the basic 
functions of the PC have 
been made much easier to 
use. The PC. rather than the 
user, figures out what to do 
and how to do ft. 

Communications - elec- 
tronic mail and access to 
internet sites - are incorpo- 
rated in the user interface so 
that they become seamless. 
Users may access weather 
information on a remote 
server as easily as looking 
back at a letter written yes- 
terday and stored on the PC 
hard drive. 

Even the menu bar at the 
top of the screen has been 
eliminated. In its place are 
simple “back, forward and 
my page” options. To find a 
file, or an internet web page, 
the user need only type a 
few key words. 

Each user of the PC has 
Us or her own start page 
and the look and feel are 
designed to suit the taste of 
the user. Thus a teenager 
might have a very jazzy 
interface, while somebody 
older might prefer a more 
orderly design. 

In the business setting, 
companies might create cus- 
tomised rnterfgqjg , featuring 
the corporate logo, as well as 
departmental or functional 
interfaces designed to meet 
the needs of a group of work- 
ers. 

The challenge for Micro- 
soft is to make Windows 
simpler without making it 
simplistic The difficulty is 
that proficient users of the 
current versions of Windows 
may feel that their computer 
has been “dumbed down” to 
suit less sophisticated users. 

Removing the menu bar, 
for example, may give the 


user the Impression that sev- 
eral options he is used to 
having are now missing. In 
fact, functions such aa sav- 
ing a file are automated, but 
it may take PC users a while 
to get used to the new 
approach. 

Options to override the 
computer’s choices may 
need to be “hidden” beneath 
the interface - much as it is 
possible to use keystroke 
commands In today’s Win- 
dows, instead of using the 
“point and click” mouse. 

Another danger is that PC 
users will not take to the 
Windows personalities cre- 
ated by Microsoft. The com- 
pany’s previous efforts to 
provide on-screen agents 
that guide users through 
processes, have fallen flat In 
particular Bob, a program 
that incorporated cartoon 
characters who befriend and 
guide PC users, did not take 
the market by storm. 

Bill Gates, Microsoft chair- 
man and chief executive, 
defends Bob. The product 
may not have been success- 
ful, but the concept was on 
target be insists, and deriva- 
tives of the technology will 
be incorporated into future 
products, including Win- 
dows. 

There is also a trade-off 
between personalisation of 
the Windows interface and 
standardisation. The ability 
to customise a PC to suit a 
user’s preferences sounds 
attractive, but it creates sev- 
eral challenges in the work- 
place. If, for example, the PC ’ 
interface becomes company 
specific, users changing jobs 
may have to adapt to the 
computers of their new 
employer. Although underly- 
ing technical standards 
would remain, the non- 
standard aspects of a PC 


Interface could add to train- 
ing costs. 

The reinvention of Win- 
dows, which Microsoft says 
will be a continuing process, 
must also address what is 
for most PC users the big- 
gest headache of all: the 
dreaded error message. 

To deal with software 
glitches and malfunctions, 
future versions of Windows 
may incorporate an auto- 
mated alarm system that 
sends the error message to a 
maintenance service, or to 
the computer help desk in a 
bus iness setting. In an ideal 
world a technician will 
recognise and fix the prob- 
lem remotely. 

The PC world is. of course, 
far from ideal and ft is hard 
to ima gine that technical 
problems will ever be 
entirely eliminated. The 
approach envisaged by 
Microsoft could, however, go 
a long way toward reducing 
the frustrations that PC 
users endure today. 

So when will Windows 
Vision become reality? 
Microsoft is not tying itself 
down to delivery dates, but a 
version of the PC operating 
system that incorporates 
some of the features of the 
concept model may become 
available sometime in the 
early 2000s. 
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A s many companies 
have found, the 
implications of the 
Year 2000 computer problem 
stretch far beyond the IT 
’ department and the 
corporate boardroom. 

The legal aspects have 
begun to attract the 
attention of lawyers such as 
Adam Taylor, a 
London-based partner with 
Withers’ specialist IT 

litigation group. 

Mr Taylor has produced a 
briefing note bn Year 2000 
. fasoies which provides the 
following nine-point 
checklist: 

• System review. If they 
- have not already done so, 
companies should carry out 
ah urgent review of their 
computer systems to see 
whether they are 
EmfiUrnnh im-compliant It 
may be preferable to replace 

the entire system than try to 
adaptit 

• if this is not a viable 
option; companies wig need 
•to concentrate on software 
_ correction. 

• T^gal audit Before 
spending vast sums on 
compliance, a legal audit 
should be carried out by 
lawyers famili ar With 
computer contracts- . 

It ’may be that a 
mafnfmmwre contractor or, 
if the systems are contracted 
out; a facilities manager 
will be obliged to carry on* 
the work under an existing 
contract. Alternatively, 


Millennium Watch • Paul Taylor 

A legal minefield 

A nine-point checklist could help companies with Year 
2000 computer problems avoid the expense of litigation 

suppliers or consultants 
may be obliged to provide 
compensation, at least in 
part. 

• Restrictions on self-help. 

Companies ought to be 
aware of bow far they can 
go in doing the work 
themselves. For example, a 
software licence may 
prohibit “decompilation” to 
obtain the source code. • 

This Is potentially very 
serious because if a 
customer breaches a 
software licence, the 
supplier could terminate the 
licence and require the 
company to return all copies 
of tiie software. 

• Negotiate from strength. 

A company -should seek to 
work with supplier, ■ 
m aintenan ce contractor or 
facilities manager, 
litigation, advises Mr 

Tbylor, is very much a last 

resort, but it can be used as 
an effective threat if a 
supplier proves 

unco-operative. 

If there is a possibility 
that your supplier is legally 
responsible, yon may be 
able to use this to negotiate 
a substantial contribution 
towards the costs of 
achieving compliance. 

However, be careful not to 
inadvertently give up any 
legal rights that could be 
exercised In the event of a 
systems failure. 

• Time limits. The time 
Omit for suing for breach of 
contract is six years from 
the date of the breach. In 
relation to “millennium 


meltdown”, the relevant 
date will probably be when 
the software was supplied, 
or possibly upgraded. 

SO it may be too late it 
you wait until 2000 to take 
legal action. There are other 
possible bases for suing and 
other tiwft limits which may 
apply in certain cases. “We 
are advising our clients 
that, where time is an issue, 
it is prudent to ’stop the 
dock’ now, either by 
agreement or by issuing a 
‘holding writ*," Mr Taylor 
says. 

• Insurance. It is doubtful 
that business interruption 
policies will cover the 
millennium problem. But 
companies should in any 
case check their policies and 
take steps to protect 
whatever rights they may 

have. 

• ‘Year 2000* clause. 
Companies should ensure 
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that all new agreements to 
supply computer equipment 
or software contain a clause 
guaranteeing millennium 
(and leap year) compliance. 

• Minimise liabilities. 
Where appropriate, 
companies should try to 
insert a danse in 
commercial contracts 
excusing them from 
contractual obligations in 
fhn event of a ariHenninm 
crash. 

It is unlikely that the 
customary “act of God” or 
“force majeure” clause 
would cover this situation, 
says Mr Taylor. Conversely, 
check whether other 
businesses, such as potential 
trading partners or takeover 
targets, have millennium 
compliance problems which 
could rebound on you. 

• Duties of directors. 
Directors owe a duty of skill 
and care to the company. 
The standard will vary 
depending on the position of 
the director. On this issue, 
IT d irect o rs will owe higher 
duties than others. 

In Britain directors are 
not liable for mistakes, but 
they are liable for gross 
negligence. They should 
have no problem if they 
move reasonably quickly to 
take appropriate steps 
towards compliance and 
legal protection. 

“If, however, directors 
take no action they could be 
guilty of gross negligence," 
says Mr Taylor. "In short, 
whatever yon do, do not do 
nothing.” 



Eagle Eye • Louise Kehoe 

New connections 

Massive market convergence could change the telephone, 
net access, and TV broadcasting industries 


It sometimes seems that 
internet software developers 
want to reinvent the wheel 
Take, for example, Internet 
telephony, which is all the 
rage among net hobbyists 
and set to emerge into 
mainstream business. 

The excitement surround- 
ing internet phone calls 
reminds me of the first time 
1 heard sound over the 
internet. The test site for 
RealAudio - a Progressive 
Networks program that is 
now a standard tool for 
internet audio playback - 
provided a sound dip from 
National Public Radio. It 
was such a thrill to hear the 
announcer’s voice, coming 
from my computer, via the 
internet, ft did not occur to 
me for a while that the tech- 
nology paled in comparison 
to good, old-fashioned 
broadcast radio. 

Similarly, internet tele- 
phony is second best to the 
everyday telephone systems 
that most of us rely on. The 
sound quality is mediocre. 
Reliability is poor, and ser- 
vices that establish links 
between individual users by 
prior arrangement can 
hardly be called convenient 
Yet internet telephony is 
feted, mostly because it is 
very cheap. This has little 
to do with technology and 
much to do with decades of 
regulation in the telephone 
industry. 

The rationale for internet 
telephony is “three-fourths 
economics and one-fourth 
functionality”, says Ed 
Kazel, chief technology offi- 
cer at Cisco Systems, the 
leading supplier of “internet 
plumbing” - the computer 
systems that direct traffic 
on the global network. 

The internet will not pro- 
vide wonderful new tele- 
phone functions, and not 
everyone is going to be 
talking to their computer 
monitors in the near future, 
he says. Indeed, most of us 
will continue to pick up a 
telephone when we want to 
call somebody. 

What is all the excitement 
about? The real issue - 


which may not be apparent 
to consumers - is the 
changing route our phone 
calls may take as voice sig- 
nals are routed over data 
networks, and data traffic 
travels on voice lines. 

Cisco and others in the 
internet technology indus- 
try are gearing up for a 
massive market conver- 
gence that could change the 
telephone industry, the 
internet access industry 
and, potentially, the TV 
broadcast industry too. The 
internet may be just a new 
set of wheels, but they are 
r unnin g faster than those of 
any established industry. 


The sale this week of 
CompuServe to America 
Online marks the end of an 
era. Founded in 1979. when 
acoustic couplers were the 
standard means of linking a 
personal computer to a 
phone line, CompuServe 
(and Tbe Source, which it 
acquired) was among tbe 
earliest online information 
services available to PC 
users. 

As the internet has grown 
and its culture has changed. 
CompuServe has remained 
to a significant degree a 
haven for techies and busi- 
ness users who are more 
interested in fast and effi- 
cient access to established 
news sources than in surf- 

The real issue is 
the changing 
route that phone 
calls may take as 
voice signals are 
routed over data 
networks, and 
data traffic travels 
on voice lines 


ing in search of the latest 
web sites. 

This, of course, was one of 
CompuServe's problems. 
While America Online 

thrived by drawing new 

users fascinated by the 
internet, CompuServe 
appealed to a narrower 
audience. It has been tbe 
online equivalent of a qual- 
ity broadsheet newspaper, 
compared with to AOL’s 
tabloid style. 

AOL has vowed to pre- 
serve CompuServe as a sep- 
arate service. But it is also 
talking of ming lin g content 

with that of its consumer 

service. CompuServe mem- 
bers are already bemoaning 
their fate. 

Ironically, the sale of 
CompuServe coincides with 
the rise of specialist com- 
munities on the internet 
that are attempting to cre- 
ate distinct cultures and 
draw together content for 
special interest groups. For 
those of us who have been 
online since the early days, 
this is a case of “back to tiie 
future". We can only hope 
that they will succeed in 
reinventing the past. 


The notebook computer is 
becoming a fashion state- 
ment as much as a work 
tool Look at the popularity 
of Apple Computer’s curvy 
PowerBooks, which con- 
tinue to sell strongly, even 
as sales of its Macintosh 
desktop machines wane. 
Which PC do you have to 
carry to be really cool? 

T he machine that Silicon 
Valley executives crave was 
shown in concept form this 
week at the launch of Intel's 
latest mobile Pentium chips, 
which bring high perfor- 
mance with low power con- 
sumption to the notebook 
PC market 

Jointly developed by Mit- 
subishi and Hewlett- 
Packard ft is billed as the 
"thinnest lightest notebook 
PC ever”. Weighing just 
over 31bs, the “ultraporta- 
ble” has a full-size keyboard 


and big colour display. It 
comes with all the bells and 
whistles that a real power 
user might desire in ,a PC. 
Most important, it is less 
than V,in thick. 

Like most status symbols, 
it wifi be expensive. Mitsu- 
bishi is expected to launch 
the super-light machine in 
Japan later this year with a 
price tag of just under $5,000 
(£3.067) for a 200MHz model 
or $8,600 for a 2S3MHz ver- 
sion. H-P is not talking 
about launch dates or 
prices. 


Corporate networks have 
firewalls to protect them 
from unwanted intrusions, 
but what of tbe lone PC 
user? The chances of one PC 
user, out of millions, becom- 
ing the target of hackers is 
very small - but there are 
other risks. 

You might, unknowingly, 
download a malicious pro- 
gram from the internet that 
destroys data on your hard 
disk. Or an intrusive pro- 
gram might be loaded on to 
your computer that auto- 
matically transfers private 
files without your know- 
ledge. 

Symantec, a leader in 
anti-virus software, is offer- 
ing a new program which it 
claims will guard users 
from such risks. Norton 
Safe on the Web appeals to 
the same paranoia that PC 
viruses created a few years 
ago. Does ft work? That is 
herd ta say, but buying 
such programs is a form of 
insurance. You hope you 
will never have to rely upon 
it, but it makes you feel bet- 
ter to have ft in place. A 
preview version of Safe on 
the Web is available as a 
free download from Syman- 
tec's website (www.synum- 
tec.com ). 

Share your views in the 
Eagle Eye discussion group 
on the FT web site 
(www.FT.com) or contact 
Louise Kehoe by e-mail on 
louise@FT.com 


BBA 

GROUP 


Building global businesses 
- through investment and technology 


Interim Results for the 6 months ended 30 June 



1997 

1996 

% Change 

Profit before tax* 

£80.2m 

£72. lm 

+11% 

Operating margin** 

13.6% 

13.4% 


Net cash flow from 
operating activities’* 

£98m 

£91m 

+8% 

Earnings per share* 

12.1p 

10.3p 

+17% 

Dividend per share 

2.4p 

2-lp 

+14% 


before exceptional items ** continuing operations 


“In the first half of 1997 BBA saw earnings per share before 

exceptional increase by 17 per cent and underlying growth in turnover 

in its core businesses of 6 per cent. In spite of the impact of currency 

on translation, earnings, margins and operating cashflow all showed 

significant improvements on the previous year” 

Vann i Treves Roberto Quarts 

Chairman Group Chief Executive 
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INTERNATIONAL CAPITAL MARKETS 


Treasuries hit by fall in dollar/yen rate 


GOVERNMENT BONDS 


By John Labate in Now York 
and Vincent Boland in 
London 


US TREASURIES slipped in 
morning trading on over- 
night weakness In the dollar 
against the yen and in antic- 
ipation of Friday's producer 
price data. 

By midday the price of the 
benchmark 30-year Treasury 
bond had lost £ to 96Ji, 
sending the yield up to 6.626 
per cent Hie 10-year note 
was also loner, down jj at 
90s, yielding 6.330 per cent 

Putting downward pres- 
sure on morning prices was 
a falling overnight dollar 
exchange rate against the 
yen, which analysts attri- 
buted to an interview with 
US deputy Treasury secre- 


tary Larry summers in Tues- 
day's Financial Times. The 
dollar was more mixed 
against European curren- 
cies. 

Another factor weighing 
on bonds was a potential rise 
in August producer price 
data, due to be released on 
Friday. 

“The string of declining 
PP1 figures Is widely expec- 
ted to end," said Dan Seto, 
senior economist at Nikko 
Securities in New York. 

With energy prices rising 
and some upward movement 
in commodity prices, Mr 
Seto expects the overall and 
core PPI figures to rise 
by 0.2 per cent for the 
month, 

A favourable morning 
release of non-farm produc- 
tivity data for the second 
quarter made little impact. 


Productivity growth for 
the second quarter was 
revised upward to a 2.7 per 
cent increase, the highest 
reading in several years. In 
addition, unit labour costs 
rose by a low 0.5 per cent for 
the second quarter. 

“These are very good num- 
bers for continued favoura- 
ble inflation," said Marilyn 
Schaja, economist at Donald- 
son, Lufkin & Jenrette. 

The weaker early tone in 
the US meant that European 
markets ended mixed after a 
listless early session, despite 
a better performance by 
GERMAN BUNDS. 

German unemployment 
data for August, which 
recorded a big jump on their 
level for July, had been 
leaked earlier anti inspired 
little immediate new reac- 
tion. 


Analysts said the data 
were good news only in the 
context of interest rates, 
adding to the view' that Ger- 
man rates would not rise 
this year. Bunds ended 
above their low point for the 
day, with the December con- 
tract settling 0.13 higher at 
101.71. near the top of its 
trading range. 

However, UBS in Frank- 
furt noted that German 
labour market developments 
are not a significant factor 
in determining Bundesbank 
policy- "Hence, the market 
will continue to watch Infla- 
tion, M3 data and the cur- 
rency closely when consider- 
ing the t imin g and the 
direction of the Bundes- 
bank's next move” UBS said 
In a commentary. 

ITALIAN BTFs were hit 
by profit-taking after a 


strong recent rally, and by a 
warning from prime minis- 
ter Romano Prodi that his 
government could fall and 
Italian participation in Euro- 
pean monetary union would 
be at risk' if talks with the 
trade unions on securing 
welfare and pension reform 
failed. 

Italian bonds have been a 
big gamble for investors b et 
ting on a positive outcome, 
and analysts said failure to 
overhaul the creaking wel- 
fare system would be seri- 
ous. However, they added 
that the mood of the talks 
was constructive and 
suggested that Mr Prodi’s 
remarks reflected position- 
taking. 

The BTP December future 

settled 0.05 lower at 109.51. 

but at that level was well off 
its low point for the day. 


UK GILTS were hit by a 
rise in hmrfiinn inflation to 
3J> per cent in August from 
3.3 per cent in July. The 
December future settled A 
lower at U4ft. 

At its current level UK 
• inflation is well above the 
Bank of England's stated tar- 
get of 2.5 per cent. Analysts 
were divided on what that 
meant for interest rates, 
with some pointing to its 
implications for pay settle- 
. meats, which the Rank of 
England monitors closely 
when setting p olicy - - 

FRENCH BONDS were 
higher, buoyed by govern- 
ment announcements cm pri- 
vatisation Of Fiance Telecom 
and Air France, which were 
seen as supportive of the 
market The notional Sep- 
tember contract settled 0224 
higher at 130.24 in Paris. ' 


KDB launches $lbn 

two-tranche global 


New international bond issues 


INTERNATIONAL BONDS 


By Samer tsfcandar 
in London and Andrew 
Fisher in Frankfurt 


Issuance reverted to 
plain-vanilla structures yes- 
terday, in contrast to the 
previous session, which was 
dominated by asset-backed 
transactions. 

KDB. the Korea Develop- 
ment Bank, launched Slbn of 
global bonds late in the 
European afternoon. 

Pricing of the two 
tranches, with maturities of 
four and seven years, was 
more generous than traders’ 
forecasts. The shorter 
tranche offered a spread of 
100 basis points over US 
Treasuries, while the longer 
was priced at a spread of 115 
points, compared with expec- 
tations of 90 points and 100 
points respectively. 


One syndicate official in 
London said placing the deal 
would be a challenge 
because “Korean spreads are 
all over the place". 

The syndicate was limited 
to the two lead managers. 
J. P. Morgan and Lehman 
Brothers, a rare occurrence 
for large deals. A syndicate 
official at a rival bank said 
this showed the lead manag- 
ers' intention to “keep full 
control of the process". 

EIB, the European* Invest- 
ment Bank, made a rare 
appearance in the euroyen 
sector. With Japanese gov- 
ernment bonds at historic 
highs, the 10-year issue was 
priced with a coupon of 2.125 
per cent the lowest ever on 
a 10-year bond. 

Nikko Securities, joint 
lead with Morgan Stanley, 
said the deal nonetheless 
was good value. “Although 
the absolute yield is low. the 


yen yield curve is relatively 
steep. Shorter maturities in 
yen are yielding 1 per cent 
or less," it said. 

The bonds were mainly 
placed with European fond 
managers, as well as a cou- 
ple of central banks. 

Morgan Stanley said there 
was untapped demand for 
yen. especially in longer 
maturities. “Investors want 
to extend durations, but 
until now they had very 
tittle choice," an official 
said. 

COCA-COLA ENTER- 
PRISES, the bottler 44 per 
cent owned by the Coca-Cola 
Company, launched its first 
ever eurobond - $500m of 
five-year bonds - as part of a 
$2.5bn multi-currency bor- 
rowing programme on the 
euromarket. 

Salomon Brothers, joint 
lead manager with UBS, 
described the launch as a 
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"blow-out", with demand 
outstripping the amount an 
offer by 1J5 times. 

GMAC - General Motors 
Acceptance Corporation - 
plans to follow up its 
planned two-tranche global 
issue In D-Marks and ster- 
ling with other borrowings 
in European currencies, 
according to David Walker. 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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03/99 

6250 1015373 

457 

-052 

+0.11 

-0.18 

-2.15 


1IM37 

10.000 125M255 

8.49 

+052 

+054 

-0.12 

-1.60 
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0W9B 
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04/99 

7500 104.6200 
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-052 
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+0.16 

+0.17 


03817 

8250 103.6400 

5.74 

-051 

-054 

-005 

-053 

Oonada 

03/99 

4.000 095000 

4.14 

+0.00 

+059 

-022 

-157 


06/07 

7250 1065000 

651 

+052 

+057 

-0.04 

-159 

Danmark 

12/99 

65001025200 

4.59 

+0.01 

-051 

+0.13 

-022 


n/07 

7500 1055400 

823 
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-053 

-156 

Filtered 

01/99 

11500 109.1310 
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_ 
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04/06 
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06/99 
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356 
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+0.10 
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-0.11 

-0.89 


12/02 

4500 1162100 

156 

♦052 

♦058 

-058 

-0.75 


08/OS 

35001085900 

259 

♦0.03 

+0.07 

-057 

-054 


03/17 

35001085000 

250 

+051 

♦055 

-055 

-053 

NaUtertands 

06/99 

7500 105.7400 

454 

-052 

-054 

+058 

+054 


02/07 

5.750 1015700 

550 

-052 

-054 

-057 

-051 

1 

l 

02AM 

6500 96.4011 

7.10 

+0.01 

-0.17 

-0.13 

-057 


11/06 

0500 1062421 

753 

-052 

-0.19 

♦055 

-156 

Nanay 

01/ae 

9500 1055900 

4.49 

_ 

-055 

-058 

-125 


01/07 

0.750 1QS5000 

5.96 

-052 

-057 

-057 

-1.19 

Portugal 

03/99 

8500 104.7292 

5.17 

-054 

-0.13 

-050 

-258 

02/07 

8525 1025675 

025 

- 

-0.13 

-0.22 

-257 

Spain 

07/99 

7.400 104.1686 

551 

_ 

- 

-0.19 

-2-34 


03/07 

7250 108.1902 

6.10 

- 

-0.10 

-0.18 

-2.47 

Sweden 

01/99 

11500 1075230 

4.79 

-053 

-059 

-0.04 

-1.45 


oa/07 

8500 110H020 

654 

♦051 

-055 

-0.02 

-1.73 

, —,4 rl 

bwiunrwnu 

03/99 

4500 1032500 

1.77 

♦0.03 

♦0.17 

♦022 

-055 


06/07 

4500 107.7000 

356 

- 

+053 

+057 

-052 

UK 

EW99 

6500 98.4096 

856 

-055 

-0.14 

-0.11 

♦067 


11AM 

6.750 98.7188 

590 

♦053 

-0.03 

-0.10 

-0.48 


12/07 

7250 1025000 

5.97 

♦051 

-0.04 

-0.13 

-052 


06/21 

0500 1125000 

5 32 

+051 

-0.03 

-0.13 

-127 

US 

07/90 

S575 995206 

5.97 

+053 

+055 

-0.02 

-051 


05/TH 

7250 105.1038 

620 

-002 

+0.01 

- 

-035 


08/07 

8.125 985214 

624 

+051 

♦054 

-053 

-054 


06/27 

827? 965678 

6.63 

+0.02 

♦055 

- 

-044 

ECU 

03/99 

6500 KXL 7300 

4.47 

-051 

-058 

+053 

-0.15 


04/07 

6500 97.1400 

559 

-052 

-057 

-0.11 

-096 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MAT1F) FFr500.000 



Open 

Sett price Change 

High 

LOW 

Eat voL Open InL 

Sep 

13050 

13024 

+024 

1302S 

13020 

124,818 

142224 

Dec 

98.80 

9050 

+020 

9004 

98.90 

58,047 

41585 

Mw 

9820 

98.40 

+020 

9826 

9820 

24 

3 


■ LONG TERM FRENCH BOND OPTKtNSJMATIF) 


Strike 

Price 

Oct 

CALLS - 

Nov 

Dec 

Oct 

- PUTS - 
Nov 

Dec 

96 

. 

. 

3.17 

051 

0.11 

0.19 

97 

2.04 

- 

2-34 

0.04 

020 

055 

98 

1.13 

1.41 

150 

0.13 

0.41 

0.91 

99 

0.41 

0.78 

0 33 

a4i 

0.78 

059 

100 

059 

0.33 

0.54 

1.09 

1-33 

1-54 

Eat wL ratal Ceto 8508 

AS* 11,110. Prarious ito/aepon mt, cue, 51 5sa Puts 0507. 


Germany 

NOTIONAL QERMAN BUND FUTURES (UFFE)- PM2S0.000 100th* Of 100% 



Open 

Sett price Change 

High 

Low 

Est vol 

Open inL 

Dec 

101.56 

101.71 +0.13 

101-78 

10147 

141034 

255435 

Mar 


100.81 +0.13 



0 

196 

■ BUND 

FUTURES OPTIONS (UFFEI DM293.000 points of 100% 



Strike 

Price 









Oct 

Nov 

Dec 

Mar 

Oct 

Nov 

Dec 

Mar 

10150 

050 

0.81 

152 

156 

029 

050 

0.81 

1.7S 

10200 

025 

0.54 

0.75 

087 

054 

0J33 

1.04 

256 

10250 

0.10 

034 

0JS5 

0.70 

089 

1.13 

124 

228 


EsL voL total. Cota 9481 PM 16464. Previous day’s opart w, Cato 128234 Puls 155428 


■ NOTIONAL C8IMAN BUND (BOBU FUTURES 
(ETTH) DM250000 lOOths of 100% 


Dec 


Open Sett price Change High Low Esl vol Open InL 

103.73 10389 +0.10 10321 103.73 84.748 222241 


Italy 


■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 
(UFFET Lira 200m lOOths ot IDO*. 


Open Sett price Change High Low Est vci Open tnL 
Dec 109.75 10981 -025 109.98 10925 50224 107506 

Mar 10941 -025 0 5 

■ ITALIAN OOVT. BONO (B1F) FUTURES OPTIONS tUFFE) Lka2D0m lOOths d 100% 


Strata 

Price 

10B30 

11000 

11090 

Est vqL >M 


CALLS 


PUTS 


Dec 

Mar 

Dec 

Mar 

128 

2.05 

125 

2.14 

1.12 

152 

1.61 

241 

089 

150 

158 

2-69 


Goto 728 Puts 3141 Previous day’s open mL. Cato 53634 PUS 42368 


London dosing. - New Yorti iMFday- 
Ytekfic Local mertnt taan d Wri /Anrwat 
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Spain 

■ NOTIONAL SPANISH BOND FUTURES [MEFF) 


10 YEAR BENCHMARK SPREADS 

Spread Synod 
Bd vs v* 

Sop® YMd Bunds T-Oonds 


Open Sett price Change High Low Est. vaL Open M. 
Sep 11 7. BO 11726 4023 11738 117.56 49297 75.161 

Dec 101 .48 101.71 +0.33 10123 101.46 7.107 14254 


Bid 

YMd 


Spread Spread 
ve vs 
BcOtdg T-Bonth 


UK 


Beiguii 


Finland 

na» 

Germany 


BM 

•084 

-015 

KawZaotand 

7.03 

-1J8 

♦069 

SB3 

•CL04 

-055 

Nonaonr 

Sl96 

•031 

-039 

5.74 

♦ 0.00 

-080 

Portugal 

125 

-050 

-009 

6Jn 

-036 

-033 

Scan 

610 

-053 

-016 

623 

•020 

-Oil 

Swadon 

854 

•083 

-020 

527 

•022 

-047 

Swtzatond 

155 

-210 

-2.79 

SfS 

-0.09 

-078 

UK 

097 

+1J2 

•063 

506 

- 

-0.69 

US 

034 

•069 

_ 

622 

•0£7 

-Ol02 

ECU 

5B3 

•034 

-0-45 


NOTIONAL UK GILT FUTURES (UFFE)' £50,000 32nds of 100% 


Sep 

Dec 


Open Sett price Change High Low Esl vol Open InL 
115-21 115-15 -0-05 115-21 115-03 995 7849 

115-02 114-30 -006 115-06 114-17 B3967 143390 


_ ■ LONG GILT FUTURES OPTIONS (UFFE) £50,000 64ths Of 100% 


My 

Japan 

Nwhartands 


ZOB 
5 00 


-0 73 
-1» 
-O.OE 


♦OJM 

-4-25 

-074 
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London domg. 
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EMERGING MARKET BONDS 


Strike 

Price 

Oct 

Nov 

•ALLS - 
Dec 

Mar 

Oct 

Nov 

PUTS 

Dec 

Mar 

114 

1-09 

1-34 

1-53 

2-15 

0-13 

0-38 

0-57 

1-33 

115 

0-33 

0-62 

1-15 

1-46 

0-37 

102 

1-19 

2-00 

118 

0-11 

0-36 

0-50 

1-19 

1-15 

1-40 

1-54 

2-37 


EsL vqL total. Cato 1927 Pgto 2838. Previous day's open inL. Cato 27B24 Puts 94677 
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■ EUROPE 



Croatia 

02/03 

7.000 BBS 

Poland 

07/00 

7.750 BBS- 

Russia 

11/01 

9250 

BB- 

■ LATH AMERICA 


Argentina 

01/17 

11275 

BB 

Brazil 

11/01 

B.B75 

BB- 

Mexico 

01/07 

9275 

BB 

■ ASM 




China 

07AM 

7.750 

BBB+ 

FTitlpptneS 

icyiB 

a 750 

BB+ 

Thailand 

04AJ7 

7.375 

A- 

■ APMCA/MDMLE east 


Lebanon 

07/00 

9.125 

BB- 

Soutn Africa 12/99 

9 625 

BB+ 

Turicey 

05/02 

10.000 

B 

■ BRADY BONDS 



Argentina 

03/23 

4250 

BB 

Brazfi 

04/24 

4250 

BB- 

Mexico 

12/19 

6250 

BB 

Venezuela 

com 

6.750 

B+ 




Day’s 

Mth's 

Sprd 

Bid 

8ka 

chge 

chge 

vs 

price 

yield 

yti 

yw 

US 

972415 

7.66 

-OBI 

+0.13 

+1.42 

1022987 

870 

+803 

+0.02 

-862 

1 02.0466 

8.83 

•0.02 

+0.06 

+347 

118.3143 

9.49 

+0.05 

+0.18 

+3.00 

1022060 

924 

+0.06 

+826 

+1^8 

105.8801 

B.93 

- 

+0.19 

+2.59 

102.4305 

6.99 

-007 

+856 

+083 

99.5305 

880 

- 

+0.13 

+2J3 

38.7045 

726 

+0.02 

♦0.55 

+1^2 

103.4190 

7.74 

+0.02 

-806 

+1.88 

105.4399 

0.97 

+0.09 

+807 

+0.99 

104.6888 

8.78 

+0.05 

+819 

+232 

732207 

838 

+802 

+803 

-819 

70.3374 

6*4 

+ac2 

-819 

+085 

80.6849 

814 

+802 

-818 

+1.82 

82.1280 

855 

+0.02 

-0.01 

+2G2 


Ecu 

■ ECU BONO FUTURES fMATTFI ECU 100.000 


Open Seaunea Change 
Sep 07.10 97.16 +0.12 

Dec 96.74 9620 +026 


Mgn 

9720 

9624 


Low Est voL Open inL 

97.10 1.725 5,733 
96.74 1.422 1210 


US 


■ US TREASURY BOND FUTURES (CBTI S1OO.OO0 32nda oM 00% 


Open Latest Change F6gh Low ESL uoL Open int 
Sep 113-07 112-28 -0-11 113-07 112-26 14240 156,778 

Dec 112-28 112-16 -0-11 112-28 112-13 210526 407236 

Mar - 112-07 - 1.607 33.816 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 
(UFFE) YIQOm lOOths at 100% 


London dootag. 

Standard 4 ftxrt natnip. 


Source toteactae DataffT tnto r i reimn . 


Open Cfese Change Wgh Low Est v* Open H. 
Dec 126.72 12620 12671 1806 nfe 

Mar 125.77 12582 125.77 785 n/a 

* Lffi future* ote Mated on APT. Al Open intoreat Ags. ore for preweue day. 
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director of liability manage- 
ment. 

“We are still at the early 
stages of the development of 
the euro market," he said in 
a reference to the planned 
single currency. “We are 
anxious to get a benchmark 
established." 

The issue, for an amount 
of up to Slbn, win enable 


institutional Investors to 
choose between a currency 
that will participate in Euro- 
pean monetary union from 
the start and one which will 
(n itlally i urnmin outside. 

“Instead of offering ster- 
ling, whether you like it or 
not, or D-Marks, take it or 
leave it, we are offering 
both,” Mr Walker said. 


DTB merger 
to boost lead 
in equities 


T he decision by the 
German and Swiss 
derivatives exchanges 
to merge into a single mar- 
ket will increase the lead 
that the Frankfurt-based 
Deutsche Terminborse. 

already enjoys over its rival, 
the London International 
Financial Futures and 
Options Exchange in the 
equity sector. 

However, the link-up will 
do little, in the near future, 
to help the two continental 
European exchanges face the 
tougher challenge posed by 
the planned European eco- 
nomic and monetary union. 

Deutsche Bdrse and the 
Swiss exchange will merge 
their futures and options 
exchanges — DTB and Soffex 
- to form one of the largest 
derivatives markets In 
Europe, to be called Eurex. 

Any move to the single 
European currency, the 
euro, is widely exported to 
reduce trading in interest 
rate derivatives as the econ- 
omies and markets of coun- 
tries participating converge. 

Equity derivatives, mean- 
while, are expected to flour- 
ish in a singl e currency envi- 
ronment. 

“The removal of currency 
risk will increase cross- 
border equity trading and 
could well Increase overall 
equity business in Europe.” 
said one banker in London. 
“We will see more German 
funds buying French shares, 
for example, and vice versa." 

DTB points out that it was 
already the largest equity 
derivatives market in 
Europe. The merger with 
Soffex, it says, will help it 
consolidate this lead. 

In the first seven months 
of the year, DTB and Soffex 
traded between them 50m 


equity and index futures and 
options. This compares with 
roughly 10m on Liffe, accord- 
ing to the DTB. 

However, these market 
shares are reversed in the 
larger market for interest 
rate derivatives. Over the 
same period, combined vol- 
umes for the Swiss and Ger- 
man exchanges amounted to 
32m contracts, while Liffe 
traded well over lOOm. 

But DTB has been catch- 
ing up with 1 iffe- In August, 
it captured 44.4 per cent of 
trading in long-term German 
bond futures. Europe's most 
actively traded futures con- 
tract. In January, DTB’s 
market share was just over 
one third of total volumes. 

“Investors are less con- 
vinced now that ope n out cry 
is a more efficient system, ” 
says a futures salesman In 
Paris. “They are increasingly 
indifferent to where the 
trade is executed, as long as 
the price is right” 

And analysts believe open 
outcry trading can cost as 
much as five times more 
rhan electronic trading. 

Another argument for the 
merger is the complementar- 
ity of the Swiss and German 
systems. DTB’s trading tech- 
nology was originally bought 
from Soffex almost 10 years 
ago. Although both have 
upgraded their systems sepa- 
rately, they remain largely 
compatible. 

“The failure of other link- 
ages has shown that links 
make more sense when they 
are done electronically,” 
says an observer of the 
derivatives industry. “I 
would not be surprised if 
other exchanges showed 
Interest in joining this link." 


Samer Iskandar 
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CURRENCIES AND MONEY 
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By Simon Kupar 

Tbe dollar plunged against- 
the yen yesterday after Law- 
rence Summers, the US dep- 
uty treasury -secretary, toM 
the Financial Times that 
Japan must . .not rely on 
export-led growth. 

He . said Japan must 
instead- promote domestic, 
demand, adding that he 
would raise the issue with 
Japanese officials at ; the 
meeting of the Group of 
Seven leading industrialised 
nations In Hong Kang later 
thie month.-. 

Hie dollar dropped Y 2.1 to 
close in London at YllB.i 
against the yen, below the 
YI20 level which ft had hur- 
dled on August 29. The 
D-Mark fell YL 19 against the 
yen to Y65.74. 

■ Trade tensions . between 
Washington and Tokyo 
appear to have risen recently 
as Japan’s trade surplus 
with, the US has grown. Any 


hade rhetoric would tend to 
support the yen, as It did in 
the early j990s, even though 
most currency strategists 
believe that th* US wants 
Japan to cut the surplus by 
Stimulating its. own econ- 
. omy, rather than by boost- 
ing the yen. 

. However, most currency 
strategists cautioned against 
reading too much into the 
yen's surge yesterday. Phl- 
lippa Mai mgr en, currency 
strategist at Bankers Trust 
in London, said its sharp rise 
was due less to Mr Summers’ 
comments thny i to “the fact 
that the short term market 
Md been awfully long dol- 
lars*. Ron Leven. currency 
strategist at JJP. Morgan in 
New York, concurred: 

“There were a lot erf specula- 
tive long dollar .positions 
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that got washed out We did 
not see big surges of Japa- 
nese money Belling dollars 
on his comments.'* A Merrill 
Lynch survey last week 
showed that most fund man- 
agers were already holding 
more dollars than their own 
guidelines suggested they 
should. Ms Malmgren 
repeated that she had under- 
stood lh>m Japanese officials 
that they had no objection to 
the dollar rising above Yuo 
against the yen. 

■ Perhaps it was because 
the market was so long on 
dollars that the US currency 
barely gained against the 
D-Mark yesterday. The dol- 
lar stood at DM1.813 in late 
trading last night, just 0.3 
pfennigs above Monday’s 
closing rate, despite various 
signs during the day that a 
German Interest rate rise 
was a more distant prospect 
t h a n h ad been thought. 

In the morning tbe Bund- 
esbank once again set a 
fixed rate repo tender at 3 
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per cent. Tbe market had 
thought in August that Ger- 
many might switch to a vari- 
able repo tender, thus forc- 
ing interest rates higher. 
Now, however, that belief Is 
fading. Furthermore. Ger- 
man jobless data for August 
emerged weak as expected. 

Later the dollar failed to 
benefit from comments by 
Ernst Welteke, a doveish 
Bundesbank council mem- 


ber, who said that the dol- 
lar’s strength should not cre- 
ate inflation in Germany, as 
the US currency had fallen 
sharply against the D-Mark 
over the last month from its 
peak above DMi.sa He said 
the Bundesbank was less 
concerned with the dollar’s 
strength than with the pace 
of its gains. Reirnut Jochim- 
sen, another Bundesbank 
council member, repeated 
that the dollar's recent fall 
could ease German inflation 
pressures. But he added that 
regarding prices, "We are 
standing to attention.” 

The spate of news did 
buoy other currencies 
against the D-Mark. The 
pound rose 1.6 pfennigs to 
DM2.S81. and the French 
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franc firmed to FFr3,362, 
near its strongest level 
against the D-Mark since 
July 1993. 

The pound also reversed 
some of its recent decline 
against the dollar, gaining 
0.8 cents to $1,591, even 
though UK retail price data 
for August gave no clear 
message. The Bank of 
England's monetary policy 
committee is forecast to 
leave interest rates 
unchanged after its two-day 
meeting starting today. 

■ Currency strategists noted 
reports that many regional 
Fed governors were seeking 
a US interest rate rise soon. 
At the Fed's recent sympo- 
sium in Jackson Hole, they 
are said to have expressed 
concern at the refusal of the 
US economy to slow down. 
Alan Greenspan, the Fed's 
chairman, adopted a hawk- 
ish tone on rates in a speech 
last Friday. The Fed's Open 
Market Committee next 
meets an September 30. 
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183 050 

183824 

02 

18357 

or 

1E2.4 

07 

323 

+0095 670 - 770 

153.100 

152600 

152.675 

04 

152.5 

06 

151625 

05 

764 

*06247 920 - 970 

78095 

7.7464 

7.7854 

14 

7.7661 

1.5 

7.6921 

16 

862 

-0.0025 838 - 848 

1.4910 

t 4778 

I 4783 

46 

1.4633 

46 

1.4228 

4.1 

1058 

*06079 900 - 910 

16917 

16600 

16884 

1.6 

16347 

1.5 

15697 

16 

393 

*0001 845 - BSO 

16876 

16809 

1.0862 

-18 

16895 

-1.7 

1.135 

-IS 

* 

- 998 - 998 

06998 

06998 

. 

. 

. 

. 




-0.0005 907 - 909 

16914 

16907 

- 

- 

- 

- 

- 

- 


*0.0015 836 - B41 

16865 

16816 

16807 

2.7 

1375 

22 

16544 

21 

850 

-06015 720 - 810 

7.7810 

7.7770 

7885 

-107 

8-096 

-164 

9.0065 

-158 

- 

• 

- 

- 

- 

- 

- 

- 


- 

1078 

*06011 684 - 693 

16701 

16683 

16682 

05 

16664 

0.7 

1658 

08 

94.4 

-00013 450 - 480 

7.7465 

7.74u0 

7.746 

-Oi 

7.7489 

-0.1 

7 7492 

00 


-0.075 700 - 700 

36.7200 

366700 

307575 

-46 

376425 

-42 

30255 

-46 


-00076 082 - 181 

36243 

36072 

- 

. 

. 

- 

- 

- 

- 

-269 030 - 100 

121230 

118250 

11865 

52 

11765 

5.1 

11265 

45 1296 

-0.007 055 - 105 

26110 

28 864 

2.9125 

-19 

22215 

-12 

22515 

-16 


*00018 701 - 713 

16715 

16691 

16715 

-06 

16739 

-0.8 

1684 

-08 


-0355 000 - 900 

318000 

309000 

- 

- 

- 

- 


- 


*00001 503 - 508 

3.7508 

3.7502 

3.7513 

-02 

3.7523 

-06 

3.7569 

-02 


-0603 025 - 035 

1.5055 

16000 

16012 

1A 

1.4974 

15 

1.476 

1.7 


*00075 975 - 005 

4.7090 

46905 

4.7395 

-106 

4213 

-106 

5.1215 

-98 


+16 000 - 000 

911600 

906600 

- 

- 

- 

- 

- 

• 

- 

-0.004 630 - 630 

286630 

286610 

28.624 

-06 

28833 

-03 

28.7255 

-0+J 

- 

-07 000 - 000 

36.7500 

33.5500 

35895 

-15.1 

36.6 

-132 

3723 

-6.7 

- 


. r -12 ■»! 


t Rato* tor Stop B . BcttMter apawte ia Ad ftnnd spot UMa tew any tea M Bwe ttedoat teres. Found naaa are not dtaoty *x*ad to aw 
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Md-mas hi both IHb and Hid Dotar Spot HUB* damad Sunt DC WIMEUTEM CU36MQ BPOT HATES. 9oraa aduaa am ranted by ba FI 
Tire redenQe tele pnMd In Bite rente arete, no ta te aw dw a te i iwMtetewre n iraai ■ 


CROSS RATES AND DERIVATIVES 


IMrtMbut 
. Otar and 
.T. 


t SDR rata par S ter Sap 8 Btotafier spreads in Hie Dollar Spotnabta mew only mo km three oodmal pieces Formans rates are not cSreaty 
quoted to the mortal bin urn hnpflad by eumnt maran mtas. UK. Ireland S ECU we queued in US curancy. SP. Morgan notnnal ndees Sep 8; 
Baaa manga 1990«i0CX 

The a »eb anga nan pAitad In IMa table am aba aalHbw the Mamet ■ Mtpe/ArwwJFTxoni 


Beftari Franc 

3 tj- 

3A 

3B- 

3JJ 

3A 

■3/, 

9ft' 

■3A 

3ft 

■3A 

3ft 

-3ft 

Oman Krone 

M- 

Oil 

SB- 

3)3 

3]i ■ 

■ 313 

3h 

•3B 

3ji 

•38 

4A 

-3ft 

German Merit 

3A- 

3A 

34a- 

■3A 

3,1 ' 

3,1 

3A 

■3A 

3B 

-Shi 

3*8 

-34, 

QuSti Odder 

3*4 - 


3,’. 

■3,1 

34a 

■34. 

3 lj, 

■3^ 

3,» 

-3ft 

34. 

- 3S)| 

French Franc 


3^8 

3i- 

3A 

3ii 

■3i 

3^8- 

. 31 , 


-3i 

3ft 

-3A 

Portuguese Esc. 

&& - 

54. 

5B 

6 A 

SB 

■5,1 

5,1 - 

-SB 

5ft 

-sA 

SA 

■5L. 

Sponsh Peseta 

sil- 

5,1 

5,*< 

■5,1 

5*. 

■s& 

5£ 

■ 5ia 

5A 

-5i 

5A 

-5 A 

Sterling 

T& - 

b a 

7i- 

■613 

7*8 ■ 

7jt 

7U ■ 

■7A 

7ft 

-7A 

7ia 

-7A 

Swiss Franc 

14. - 

ii. 

1 ^. 

14 

U3' 

■ 1 A 

iU- 

■iB 

1 ft 

- 1 ft 

iB 

• U 2 

CanacSan Dotar 

3A- 

3le 

33»- 

3* 

3,1 ■ 

■3,1 

35,. 

■3lj 

3i5 

3B 

4A 

-*A 

US Denar 

Sft- 

5£ 

5B- 

■SB 

5ft 

■5,1 

5ft 

-5A 

5% 

■54. 


-5ft 

baton Ua 

7, 7 .- 

6 A 

6 ^. 

6 B 

6 tj- 

■ 6 B 

8 %- 

6 a 

6 ft 

BB 

6 % 

-64 

Japanese Yen 

> 2 - 

12 

s 2 - 

13 

%- 

A 

B- 

A 

A 

A 

A 

- B 

Peon tSng 

3^ 

-3 

3U- 

3ii 

3ft - 

312 

4,1- 

313 

4^. 

352 

4 - 

3*8 


Snort term ram are call tor tM US Dakar ana Van. odtats am days' nodca. 

(MATUTPara Interbank offered rate 



Open 

Sett price Change 

High 

Low 

Esl voi Open tot 

Sep 

B&5S 

9059 

9060 

9668 

10.602 

47.405 

Dec 

96,47 

96.47 

*001 

9649 

96.44 

19.484 

41889 

Mar 

0662 

9662 

*001 

9685 

9829 

14870 

29841 


■ THREE MONTH EUROMAJRK FUTURES (UFFEJ* DMIm pants of 100% 



Open 

Sett price Change 

High 

LOW 

Eel vd Open tot 

Sep 

96.71 

66.72 

- 

96.72 

96.71 

24070 

202925 

Dec 

9049 

9661 

*0.01 

9662 

96^49 

34694 

287559 

Mar 

9662 

9684 

*081 

96.36 

9681 

37204 

282887 

Jun 

96.11 

96.13 

+082 

96.15 

96.10 

31179 

219395 

■ CMS MOUTH EUROMARK FUTURES (LIFFE)* DM3m ; 

patois cri 100% 


Open 

Settprice Change 

ttgh 

Low 

Est. voi Open km. 

Sep 


9682 

+081 



0 

396 

Oct 


96.74 

*001 



0 

295 

Nov 


96.70 

*081 



0 

60 

Dec 


96.50 

*0.03 



0 

700 

■ THREE MONTH EUROURA FUTURES (LIFFE)" LI 000m poirte of 100% 


Open 

Sottprice Change 

High 

Low 

Esl ml 

Open tnt 

Sep 

9321 

93.18 

-003 

9322 

93.18 

7006 

75108 

Dec 

93.59 

93.53 

-0.06 

93.60 

9362 

16545 

103034 

Mar 

9486 

94.00 

-0.06 

94.08 

9389 

13084 

64097 

Jun 

9484 

94.40 

-004 

94+48 

9488 

15542 

56017 

■ THRBE MONTH WHO SVH 

1 nUNC FUTURES QJFFE) SFrlm pbina of lOO% 


Open 

Sett price Change 

Hgh 

Low 

Esl voi 

Open tot. 

Sep 

98.45 

98.48 

*0.03 

98.49 

98.43 

5181 

48766 

Dec 

98.12 

98.18 

+085 

9820 

9010 

11133 

653S4 

Mar 

97.B1 

9787 

*085 

97.98 

97.91 

4204 

32067 

Jun 

97.73 

97.75 

*085 

97.75 

97.70 

1996 

13937 

■ THREE MONTH EUROYEN FUTURES (LIFFE) YlOOm points of 100% 


Open 

Setrprics Change 

High 

Low 

Est voi 

Open toL 

Sep 


99>t2 

- 



0 

nfa 

Dec 


99.40 

•082 



0 

rvto 

Mar 


9985 

-O.Q2 



a 

nfa 

■ THREE MONTH ECU FUTURES (UFFE) Eculm points of 100% 



Open 

Sottprice Change 

«gh 

Low 

EsL voi 

Open toL 

Sep 

95.67 

95.85 

-081 

95.67 

9565 

724 

9916 

Dec 

9568 

9568 

- 

95.59 

9567 

996 

10161 

Mar 

8562 

9561 

-081 

9562 

9560 

109 

6419 

Jun 


95.44 

- 



0 

3521 


■ LffFE luturaa also bailed an APT 

■ EUWOLWU OPTlOta (U1TE) LIDOOtn polntii of 100% 


Stnfce 

Price 

Sap 

- CALLS - 
Dec 

Mar 

Sep 

- PUTS - 
Dec 

Mar 

9300 

019 

066 

1.04 

0.01 

003 

004 

tewre 

0.02 

085 

082 

0.09 

007 

0.07 

9350 

081 

0.19 

061 

083 

016 

0.11 


Esl. «oL total. CMS 3187 Pula 135B. Provloua day's ups" Cuds 19217S Pvt* 73005 


nr 

.. " 


EXCHANGE CROSS RATES 

Sop* BFr PKr R=f 


DM 


K 


NKr 


PM 


SKr SFr 



"I ' ■ — 

Belgium 

(BFr) 

100 

1043 

162B 

4.644 

1.791 

4722 

5455 

1983 

4912 

4005 

2085 

3.970 

1.082 

3.701 

2-675 

318.4 

2465 



Denmaric 

(DKr) 

5425 

10 

6833 

2628 

0871 

2581 

2.959 

1021 

2686 

2212 

1121 

2.153 

0912 

2808 

1451 

172.7 

1237 



France 

(FFr) 

6141 

1182 

10 

2275 

1.100 

2900 

3250 

1224 

301.7 

2502 

■1220 

2438 

1.033 

2273 

1243 

195.6 

1214 



Germany 

(DM) 

2084 

3.B06 

3862 

1 

0270 

9742 

1.128 

4.114 

1014 

8422 

4204 

0220 

0347 

0.764 

0552 

65.74 

0609 

, v . 


intend 

(K3 

5585 

1030 

9890 

2.705 

1 

2837 

3.046 

11.13 

2742 

228.1 

11.04 

2217 

0839 

2867 

1494 

1778 

1277 



Italy 

(U 

2.118 

0890 

0845 

0103 

0.038 

100 

0118 

0422 

1040 

0650 

0.441 

0084 

0836 

0.078 

0.057 

8.744 

0.052 

- — 


Netherienda 

<H) 

1883 

3.378 

2885 

0288 

0828 

8652 

J 

3.653 

9005 

7428 

3222 

0.728 

0308 

0679 

0490 

5828 

0452 



Norway 

(NKr) 

50.19 

9252 

8.172 

2.431 

0899 

2370 

2.738 

10 

2466 

205.0 

1048 

1892 

0.844 

1257 

1.342 

1592 

1237 


. . - 

Poraigsi 

(E^ 

20.36 

3.753 

3215 

0888 

0365 

9612 

1.111. 

4857 

100 

63.15 

4244 

0808 

0342 

0.754 

0644 

6423 

0602 


■ '-.i • 

Spain 

(Fla) 

24.48 

4613 

3.987 

1.188 

0.438 

1158 

1238 

4.878 

1202 

.100. 

5.104 

0872 

0412 

0806 

0655 

7786 

0204 

■T-. 

_• - 0 

Sweden 

(SKi) 

47-97 

8843 

7211 

2224 

0869 

2265 

2.817 

9659 

2352 

1958 

10 

1804 

0807 

1.775 

1283 

1522 

1.183 

"> 


Switzerland 

(SFi) 

25.19 

4.844 

4.102 

1220 

0251 

1189 

1274 

5819 

123.7 

1028 

5251 

1 

0424 

0832 

0274 

8022 

0221 


- . •• -■ 

UK 

eg 

58.47 

1086 

9883 

2- 881 

1885 

2808 

3244 

1125 

292.1 

242.9 

1240 

2281 

1 

2201 

1691 

1894 

1.468 



Cmda 

(CS) 

2782 

4881 

4299 

1209 

0484 

1276 

1474 

5284 

132.7 

1104 

0632 

1873 

0.454 

1 

0.723 

8584 

0666 


•. '■ 

USA 

(S) 

3789 

6.893 

0088 

1211 

0270 

1786 

2840 

7.450 

183.7 

152.7 

7.795 

1.484 

0629 

1284 

1 

119.1 

0322 

l+V 

• ■ . .. j 

Japan 

no 

31.40 

5.789 

5.1 13 

1221 

0682 

1483 

1.713 

8257 

1542 

1203 

0546 

1247 

0628 

1.162 

0240 

100 

0.774 


. r - - ~ 

Ecu 


4066 

1ATT 

6204 

1865 

0728 

1915 

2213 

8.082 

1992 

165.7 

8455 

1.810 

0282 

1.501 

1885 

1292 

1 


OkMi Knw. Rmh FNnc. Nonmgbn Kiensr. and S-wtoh Kronor pw 1« Bdghai Am. Vhv Eieixto, Lka 
i(WM) PM 125J00 par aK 


(IMM) Yon 126m per Yen 100 


Sep 

Dec 

Mar 


Open 

Latere 

Change 

Mgh 

Low 

EsL voi Open toL 


Open 

Latest 

Change 

Higfe 

Low 

&L VOi 

Open toL 

.02540 

02523 

-00013 

05549 

0650© 

31425 

94.102 

Sep 

02254 

02445 

*0.0182 

08470 

02254 

23274 

82442 

02572 

025S7 

-0.0012 

06583 

06542 

26288 

30989 

Dec 

02370 

08540 

*00170 

02580 

08360 

23,188 

40222 

02584 

05584 

-00018 

06590 

06584 

55 

1268 

Mar 

- 

02463 

- 

- 

“ 

31 

700 


■ svnsa FRANC FUTURES (IMM) SFr 125.000 par SFr 


(EMM) BS2600 P» C 


S^> 

Dec 

Mar 


06774 

86816 


0.6868 -0.0014 


02770 

0.8722 

23218 

48.178 

Sep 

16820 

16906 

♦00070 

16914 

1.5790 

15.768 

38.041 

02845 

0.6787 

25443 

21.105 

Dec 

16782 

16840 

+00064 

16854 

16728 

16635 

1864B 

- 

0.8868' 

. ,44 

.1,079 

' Mar 

- • 

16770 

+00054 

16770 

- 

2 

211 



UK INTEREST RATES 


LONDON MONEY RATES 

Sa» B ’ Over- 7 days 

^ • - night - notice 


EMUS EUROPEAN CURRENCY UNfT RATES 


One Three Six 
month months months 


One 

yoer 


2S-5* 1 1 % : g 

JSato** " - «l-«l «-*5l - 

SSaumorttydepa. 7-6% 7* - 7h W» - 7l« 7fi - T* T* - 7ft 

Discount Market daps 7-6% 6% - 6\ ’ 

UK deortoc bank base lendtng nda 7 per cant from Aug 7, 1997 

Up ta 1 1-3 3-6 6-9 9-12 

month monlti monlha merthe Wttt 




Cena of Tax dep. {C100600) 2I2 6 »3 5 

Cana of Ttoi dm. uidw eiOOOOO to 

^ia?SSdn*rftr'ftaSS&24. 1B97 to Oa 28 1097. Schama O 860pc. 
SteS^rS'toSitodSS »tag 29. 18W. Scram* W B V 7329pc. Fkwnoo 

■a Rata 7>apc tan Sap 1. 19B7 



Sep 

Dec. 

Mar 

Jun 

Sep 


92.74 92.73 

32.66 92^4 

9265 92.63 

92.70 92.65 

92.76 92-72 


Change 

High 

Low 

Eat vd Open tot 

-0.01 

92-74 

OL71 

7893 

99626 

-0.01 

92.67 

92.62 

21660 

129625 

-OOI 

92.67 

.9260 

18487 

106495 

-002 

92.70 

9282 

11996 

72803 

-002 

92.78 

9269 

6581 

59155 

K Cgs. are 

fpr ptwritu tey. 




— • Tonal min flirilOWS flJFFS ESOftflOO points Ci 10095_ 


Strike 

Price 


9278 

0900 


Sep 

023 

801 

0 


CALLS 

Dae 

019 

0.05 

001 


Mar 

Sep 

- PUTS « 
Dec 

Mar 

pas 

Oil 

004 

0 

003 

0-27 

0.05 

0.16 

037 

012 

023 

041 . 


Eat Vsl teML CNN 


4323 PuN 2088 Pnwtoua dairto open hi. CM* 215020 Puta 221322 




=# 9* %/i 

V, 



Sep 9 

Ecu can. 

Rata 

Change 

% +/- from % spread Div. 

ratee 

aeatoatEcu 

on day 

oea rate v weakest md. 

Ireland 

0.798709 

0727520 

-0002830 

-8.91 

12.82 

60 

Italy 

1006.48 

191862 

. *09 

0.95 

1S2 

-5 

Rttend 

5.85424 

560130 

*000904 

080 

1.76 

-5 

Portugal 

197.398 

199616 

+014 

1.22 

1.34 

-8 

Spain 

163626 

188.173 

*0.138 

143 

1.13 

-ID 

Denmark 

764555 

7.50028 

+0-00902 

2.11 

046 

-14 

Nethiartuda 

2.16979 

261882 

*000267 

2^6 

031 

-17 

Germany 

162573 

167003 

+000249 

2J0 

027 

-23 

Austria 

136485 

13.8838 

*00183 

2-33 

025 

-17 

Belgium . 

38.7191 

406777 

*00512 

241 

018 

-18 

France 

646863 

5.62527 

*000683 

zse 

aoo 

-22 

NON ERM MEMBERS 






Greece 

295269 

309.198 

-0048 

4.72 

-2.04 

- 

UK 

0793103 

0683943 

-0 .004802 

-13.7B 

.1095 

- 

Ecu conM Mm ret by are Gaapaan CmntMton. Cunandw 

n h dHcaretei n»m oowigto. 1 

Paranaga danger mo tor Em a poaHre changa damn a tmafc cureney iDrarg*** rhowa aw redo 
bOMeM ree reraadc Ota panamage dHmrce MMon lha BCtud martai md Ecu conM ireaa tor a 
euriney. and fee nrataua pcmMad pamMaga dwtatar of Dw eureneya mortal rae tom ka Eoi 
canMm. iMtefc Stotog arepreted twnt Xdjurenrea retotewrt by the Hnandai llmra 

I M PMLADBLMMSE 

E/S OPTIOMS £31 650 (cents per pound) 


Strike 







Sep 

Oct 

Nov 

Sep 

Oct 

Nov 

Price 

1680 - 

061 

161 

2.65 

034 

1J7 

2.82 

1686 

039 

146 

265 

1.18 

243 

3.38 . 

14W ' 

020 

1.10 

1.86 

1SS 

3.011 

- 

Pmrioua day 1 * re, Can ite Pure rte . Prov. dayto open Inu Crib rVa Pure ite 


■ PHaUUMLPtreA Sfi D-MARK/* OPTfOMS DM82.500 (S per DM) 


U 


... 





srsc/f. 

- 






Price 

Sep 

Oct 

Nov 

Sep 

Oct 

Nov 

0646 

065 

127 

1.62 

Oil 

041 

067 

0660 

049 

098 

163 

0.23 

0^9 

087 

0655 

024 

069 

169 

046 

0.83 

1.10 

Preriure teyn veL, Cato rva Pure ite . Pier, day's open tot, can nre Putt nre 




0MMI 91m pofcits of 10056 


base lending rates 


^ s 




Adam S Company 760 
Aferi Irish Bank (GS) 760 
•HanyAnabachar 760 
Soldi of Banda. 760 

Banco B3bao Vteaya 760 
Bank ol Cyprus 760 
Barkoflntond 760 
Bank of Inda 7J». 
BanknfScoBand 760 
BodRyBBank 7.00 
BABkoiMdEast 760 
MKMiS**y&Colti 760 
CftbenkNA 760 

CtyduOteB** .7.00 
■h»OMpmft« Bai*7:oo 
Couss&Od 760 

Cypres Popular Bank 760 


: % 

DtraaiUmie 760 

fttator BankUmlBd 800 
Financial & Gen Bank 800 

•fbfcirt Ranting 6 Co7.00 
•GUmess Mahon 760 
HdbbBNikAG AmPi 760 
•HamtmsBarti 760 
HartattBaGonkwBf- 7 ^ 

aHearaSCo 760 
Hongtang & Shanghai 760 
Invest BN* [UK] LXJ760 
jutei Hodge Bank 7M 
^LaopoUJcaaphl Sore 760 
LtoyrisBank 760 

MMandBenk 760 

WWwwWW 760 
•Reafimihert 7.00 
lUoyNBkofScaand 760 


ScoiSsh Widwrt Bat* 7.00 
•Skigar 4 Fftodandar 760 
•Strifes Wirran Seta 760 
•Sun Banking Cap Lid 7.00 
TSB 760 

IMM Bank cfKuwalL 760 
Unsy Treat Bh*PIq 7.00 
WfataaMWLBMto 760 
YarioMreBank 760 

• Marnberstf London 
Inwenment Banking 
Aaaeckdton 
* totanHotradon 


Sep 

Open 
. 94.27 

Latest 

94J27 

Change 

High 

9427 

Lew 

94^6 

Eat vd Open toL 
26,578 430^98 

Dec 

94J» 

94JJ7 

-om 

BUB 

94.06 

B6.331 

547210 

.Mar 

94J» 

93.98 

-002 

94.00 

93J)7 

51^19 

367.302 

I ■ US TMMURr DMJL FUTURES (IMM) Sim per 100% 



Sap 

64JS 

94J8 

_ 

94.99 

8096 

2,791 

4^42 

Dec 

94 M 

94.85 

- 

84.85 

B4.B4 

1,028 

3,642 

Mar 

- 

94JS2 

• - 

- 

94.82 

84 

1.368 

-Al Open hateat flge « tor. previous tey 





Rt EUnOMAIIK OPTIONS (UFFE) DMIm potot* of 100% 




Strike 

Price 

Sop. 

Oct 

CALLS 

NW 

Dec 

Sep 

Oct 

PUTS — 
Nov 

Dec 

9825 

047 

027 

028 

0.29 

0 

om 

002 

0.03 

9850 

022 

OM 

007 

010 

0 

0.05 

006 

(MB 

987S 

001 

OOI 

002 

002 

004 

025 

026 

026 

9700 

0 

0 

0 

0 

0.28 

049 

049 

049 

9725 

0 

0 

0 

0 

063 

074 

074 

074 


EM. vot. tora. Cola B902 Ana 3478 Previous day's corn mu Cafc 391397 Ana 
■ «mo BWiCTWIAWC OPTIONS (LffrqSPrlmpelnis of 10Q?6 


Strike 

Price 

Sep 

— CALLS - 
Dec 

Mar Sep 

- PUTS - 
Dec 

Mar 

•850 

0,03 

0X6 

0.07 0.05 

t>qa 

060 

9075 

0 

002 

003 027 

CL50 

081 

Eat vei. 

tote, 0 Pta 0. Aevloua day's open tot.. Can <ecj Pure 3983 



The 

the market 
demanded. 
And more. 

• No Exchange transaction or clearing fees for 6 months 

• Basis Trading Facility 

• Options strategy trading 

• Proven Bund and Euromark contracts 

• Spread Trading Facility 

• international bond product range 

Introducing LIFFE's Bobl futures and options, the latest addition to LIFFE's diverse 
range of international contracts. 

LIFFE's Bobl contracts are. underpinned by an innovative guaranteed liquidity scheme. 

For the duration of the scheme, this liquidity will be provided by: 


SBC Warburg Dillon Read 
- a division of Swiss Bank Corporation 

FCT Europe Limited 


Bobl futures 

and Bund/Bobl spreads 

Bobl options 


The Bobl - at LIFFE from 18 September 

LIFF( 


For more details please contact 

Mortimer-Walker on +44 171 3792087 
http:/Avww.liffe.com/ 


The London International Financial 
Futures and Options Exchange 


v. 
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COMMODITIES AND AGRICULTURE 


Worsley alumina refinery plans expansion 


By Kenneth Gooding, 

Mining Correspondent 

Worsley alumina refinery in 
Western Australia, which 
already provides about 
17 per cent of global require* 
meats, is to be expanded at a 
cost of A$800m (US$585m). 

The expansion will take its 
annual output of alumina, 
used as the raw material far 
al uminium production, to 
3.1m tonnes. 

Worsley. located near Col- 
lie. is nearing the end of an 
A$60m incremental expan- 
sion from 1.7m to l-85m 
tonnes a year that should be 
completed by the end of 1997. 

i Construction work on the 
new expansion wifi start 
next month and is scheduled 
to be completed by the sec- 


Rio Tinto expected to give go-ahead to Yandicoogina iron ore mine 


Rio Tinto, the Anglo- Australian 
group, is expected to give the 
go-ahead tomorrow for the Yandi- 
coogma iron ore mine in Western 
Australia, which is likely to cost 
A$400m to ASSOOm. Analysts expect 
an announcement with the publica- 
tion of Rio Tinto's half year results, 
writes Kenneth Gooding, 


The mine, to be developed by 
Rio’s Eamersley Iron unit is sched- 
uled to produce 15m tonnes of iron 
ore initially, adding 27 per cent to 
Hamersley’s output of 55m tonnes, 
and its output could be doubled. 

Under Hamersley’s agreement 
with the Western Australian gov- 
ernment, which has granted it a 


licence for 21 years, with two possi- 
ble 21 -year renewals, it wiD buSd a 
“metallised agglomerate plant" once 
the mine has been operating for 10 
years or has produced 150m tonnes 
of ore. Rio has spent A$3l0m 
researching the HIsmelt smelting 
process that produces high carbon, 
molten iron from low cost ore. 


Bamersley also img. an agreement 
with the Gmuala Aboriginal Corp to 
make contributions to trusts estab- 
lished to fond long-term B mrnn m tfy 
benefits to all Aboriginal people 
with traditional ties to the PUbara 
area where the mine will be located. 
These benefits could be worth more 
than AS60m over 20 years. 


ond quarter of 2000. Worsley 
said its proven reserves of 
bauxite, from which alumina 
is made, are sufficient for 
35 years at the expanded 
rate of output. 

Bauxite output from the 
nearby Boddington deposit 
will be expanded from 6m 


tonnes a year to 10m tonnes 
to meet the new demand. 

Worsley Al umina is 56 per 
cent owned by Reynolds 
Metals, the second biggest 
aluminium group in the US; 
30 per cent by Billiton, the 
London based metals and 
mining group; 10 per cent by 


Kobe Steel of Japan; and 4 
per cent by Nissho Iwai Cor- 
poration, a Japanese trading 
bouse. 

Mark Fraser, alumina spe- 
cialist 1 at the CRU Interna- 
tional consultancy, described 
the expansion as “very well 
timed". CRU calculates that 


the world’s aluminium pro- 
ducers will need an extra 
1.4m tonnes of alumina 
between 1999 and 2000. 

“Worsley already is one of 
tbs lowest-cost alumina pro- 
ducers in the world - neck 
and neck with the other Aus- 
tralian producers - and this 


will lower Its costs even 
more,” he added. Demand 
for extra alumina would 
come mainly from expan- 
sions at existing aluminium 
smelters, said Mr Fraser. 

Worsley is one of four alu- 
mina refineries- in Western 
Australia that process baux- 


ite from deposits in the 
south west of the state. The 
other refineries are all 
owned by Alcoa of Australia, 
whose shareholders are Alu- 
minum Company of America 
with 60.7 per cent, and WMC, 
the Australian resources 
group, with 39-3 per cent. 

Alcan of Canada, the 
world’s second largest alu- 
minium group, announced 
last month that it would 
spend USil30m on a new 
bauxite rains at Elly iu t^ e 
north of Queensland, which 
would have an initial annu al 
output of 2.5m tonnes and 
start up late in 1999. 

The material would sup- 
plement supplies to Alcan's 
21.4 per cent-owned Queens- 
land Alumina refinery in 
Gladstone, Queensland. 


More than one factor 
behind jump in cocoa 


El Nino has traders on their toes, but there 
are other reasons why the bulls smell blood 


T raders of soft com- 
modities are brushing 
up their Spanish and 
meteorology - El Nino is on 
everyone's lips. Last Friday 
on the London International 
Financial Futures Exchange 
the December cocoa contract 
hit a 9%-year peak of £1.186 a 
tonne, lifted by fears that 
this year’s El Nifio weather 
pattern will badly bit global 
cocoa production. 

The reality, however, is 
rather more complex. El 
Nifio - a periodic warming 
of the tropical Pacific Ocean 
by a few degrees that rever- 
berates globally - is but one 
ihctor among several respon- 
sible for lifting cocoa prices. 

For one thing, specialists 
say the global supply and 
demand balance in cocoa is 
set to become more precari- 
ous. At its meeting in Lon- 
don this week the Interna- 
tional Cocoa Organisation 
flCCO) has been talking of 
achieving a world stocks to 


COMMODITIES PRICES 


grindings ratio of 34 per cent 
(against the estimated cur- 
rent ratio of 44.7 per cent), 
the only question being 
whether t.hia is attained over 
three or five years. 

The ICCO currently esti- 
mates world stocks will be 
between L033m and 1.237m 
tonnes in 1997-98. and 
expects a production short- 
fall over consumption of 
anything between 3.000 
tonnes and 166.000 tonnes. 

Industry consumers will 
make up the shortfall by 
buying from world invento- 
ries. “If consumption contin- 
ues to grow at around 3 per 
cent a year then this reduc- 
tion of global inventories 
could have a serious impact 
on future prices,'’ said Judy 
Ganes. senior soft commod- 
ity analyst with Merrill 
Lynch in New York. 

Cocoa futures maintained 
an uneasy calm yesterday on 
Liffe. The benchmark 
December contract closed 


fractionally higher at £1,141 
a tonne, up £4. 

A further complicating fac- 
tor, say analysts, is that one 
large trade house has been 
steadily buying large 
amounts of cocoa for the 
past 18 months, on the view 
that prices are headed up. 

This strategy has been 
noted by the more specula- 
tive Investment funds, 
which, since coffee has been 
relatively inactive since the 
peaks earlier this year, 
“have been looking out for 
the next market to explode", 
says Ms Ganes. Last Friday 
they helped make this belief 
more self-fulfilling than has 
recently been the case. 

The El Nifio fears added 
fuel to the flames - in spite 
of the fact that no drought is 
certain. “In the past two 
weeks we have seen a rally 
on the back of El Nino fears, 
which have encouraged 
some people to suggest 
global production may this 



year be down by 10-15 per 
cent None of this, of course, 
is proved," said Tony Chad- 
wick, cocoa specialist with 
Prudential Rachw 
El Nifio aside, Mr Chad- 
wick is still bullish. “Indus- 
try and investment funds 
have been building up long 
positions." he said. “There 
are currently about lm 
tonnes in world stocks, and 
given continued consump- 
tion growth, the market will 


go higher, probably to £7.250 
a tonne for the March 19% 
future, against £1,155 now.” 

Meteorologists are at pains 
to point out that past El 
Nino’s are no guide. But the 
evidence so fer is that this 
El Nifio will be at least as 
big as that of 1982-83. 

But will cocoa be a victim? 
Not necessarily In 1997. 
although 1998 could be very 
different This year the Indo- 
nesian crop could be down 


15 pet cent from the 330,000 
tonnes forecast earlier this 
year by the Indonesian 
Cocoa Association. Ivory 
Coast has been unaffected. 
“Soil moisture there is hi gh 
It could still be a very good 
crap,” said Ms Ganes. 

That view Is not shared by 
Guy-Ala in Gauze, Ivory 
Coast's commodities minis- 
ter, who said his country’s 
total crop could be 10 per 
cent lower than forecast, at 


around 900,000 tonnes. How- 
ever, one commodity special- 
ist said there was a feeling 
“that Ivory Coast is talking 
its own book". 

This highly volatile mar- 
ket will probably persist for 
least the next few weeks, 
until it is dear precisely how 
good - or bad - Ivory 
Coast’s main crop is. Longer 
ter m , the bulls wnifF blood. 

Gary Mead 


OkTedi 

declares 

force 

majeure 


markets report 


By Kenneth Gooding 
and Gary Mead 

Ok Tedi in Papua New 
Guinea, one of the world's 
big copper mines, yesterday 
declared force majeure on its 
shipments of concentrate, 
an intermediate material, 
but the market took the 
news in its stride. 

On the London Metal 
Exchange, copper for deliv- 
ery in three months aided 
$10 a tonne down at $2,136. 

Robin Bhar, analyst at 
Brandels Brokers, 
explained: “This I forte maj- 
eure] should not have much 
effect unless it goes on for a 
month or longer.” 

Ok Tedi supplies smelters 
in Germany, Finland, Japan, 
South Korea and the Philip- 
pines with raw materials. 
The mine has not been able 
to ship concentrate down 
the Fly river, its only rente 
to the coast, since August 11 
because of a drought. 

Broken Hill Proprietary, 
the Australian group that is 
Ok Tedi’s biggest share- 
holder and operates the 
mine, said: "We are at the 
mercy of the weather." 

The LME reported another 
big drop - 13,150 tonnes - 
in zinc stocks at its Singa- 
pore warehouses and traders 
said this suggested the 
squeeze was worsening. 

It followed a 6^75 tonnes 
withdrawal from Singapore 
on Monday and traders 
suggested this heightened 
the perception that the mar- 
ket was being "massaged” 
ahead of next Monday when 
optlons-related activity 
readies a monthly peak. 

On Liffe coffee continued 
to back-track. The contract 
for November delivery 
dosed $55 lower at $1,592 a 
tonne. Traders said they 
were keeping a close eye on 
the Colombian currency sit- 
nation and the weather in 
Indonesia and Brazil. 


BASE METALS 

LONDON METAL EXCHANGE 

(PricaB tom Amalgamated Metal Trading) 

■ ALIIMNUM, 99.7 PURITY (S par tonne) 


Precious Metals continued 

■ GOLD COMEX (100 Troy at; S/buy os.) 


GRAINS AND OIL SEEDS SOFTS 


WHEAT UFFE (100 tames E per tonne) 


■ COCOA UFFE (10 tonnes £/tonne) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (4Q0OOfes; centaflbs) 



Cash 

3 nrihe 

Ctosfl 

1803-4 

1613-4 

Previous 

1583.5-846 

1604.5-05-5 

Wgh/low 


181771605 

AM Official 

15B7-B7A 

1607-08 

Kerb dose 


1614-5 

Open W. 

260.117 


Total daily turnover 

47^76 


■ ALUMMWM ALLOY (5 per tonne) 

Ctooo 

1415-20 

1443-5 

Previous 

1405-15 

1435-40 

High/low 


1444/1440 

AM Official 

1405-15 

1435-40 

Kerb dose 


1440-45 

Open trfl. 

5.135 


Totd etaiy turnover 

987 


■ LEAD (5 per tome) 


Close 

645-6 

655-55 

Previous 

846-47 

658-59 

High/low 


6697B47 

AM Official 

B48-B 

658-9 

Kerb dose 


650-51 

Open im. 

33^74 


Total daly turnover 

11,028 


■ MCKB. (S per tame) 


Close 

6530-40 

0635-40 

Previous 

6500-600 

6690-95 

High flow 


7000/6610 

AM Official 

6545-55 

6660-70 

Kerb close 


6640-50 

Open int 

52,114 


Total 0a8y tuncM 

17JJ32 


■ TIN (S per tonne) 



Close 

5470-80 

5510-15 

Previous 

5450-60 

5480-00 

High/tow 


5540/5480 

AM Official 

5405-500 

5529-30 

Kerib dose 


5480-65 

Open int 

14,671 


Total dafiy twnouer 

8654 


■ ZINC, special Mgb grade (S per tonne) 

Close 

1658-00 

1478-9 

Previous 

1068-69 

1483-04 

High/low 


1497/1470 

AM Official 

1663-64 

1483-85 

Kerb dose 


1478-9 

Open Int 

85373 


Total baity tunover 

24^21 


M COPPER, grads A (S per tonne) 

Close 

2125-7 

2140-42 

Previous 

2146-48 

2155-57 

H^i/tow 

2132 

2199/2134 

AM Official 

2131-32 

2146-48 

Kerb dose 


2135-6 

Open tm. 

137.935 


Total daily turnover 

4&348 



■ LAE AM Official S/S rate: 1-5371 

LAE Ckwinfl E/S rata: 15DPS 

Spot 1J885 3 rife: 1 J5B28 6 fate 1 8772 9 Whs 1.5723 

■ HUH GRADE COPPBUCOMEX) 


PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prices supplied by N M Ro th sc h il d) 



Ml 

Dn l a 



Opaa 


Sen 

Daft 




Open 


SMt 

Daf* 



Opaa 


SoB Doyto 

Dptei 


prtea dnaga 

M* 

tow 

VW M 


price Mewga Mgh 

Im 

vw 

U 


|>fca donga Mgb 

Uw 

IM tat 


MoadMRB Hg» Uw Vd 

tat 

Sre 

321.7 

-38 

_ 

_ 

_ _ 

Sap 

8785 

-0.15 

B720 

B7.15 

43 

170 

Sap 

1111 

+10 

1105 

11(0 

12 881 

Oct 

68826+0225 69.100 68200 8JE3 

40203 

net 

322.6 

+0.4 

3232 

322.1 

mo 16,156 

■mr 

805 

-080 

8885 

88.00 

101 

3870 

Dm 

1141 

+4 

1146 

1131 2437 52823 

Dm 

68850-0825 60800 60390 4,718 

26485 

Dee 

324.1 

+0.4 

324.8 

3238 16514 1118k 

Jaa 

80.35 

-040 

9038 

90.00 

147 

2^10 

Mar 

1161 

+4 

1167 

1181 1JH9 46,145 

Tab 

72.450-0850 72850 72200 2166 

15817 

Feb 

33.7 

+1.1 

326.5 

325.9 

58 15.487 

Star 

8285 

-0.40 

9L35 

9280 

221 


Hay 

1178 

+4 

1184 

1168 

31 23^53 

Apr 

74800-0850 75800 74800 472 

7842 

Aft 

327.4 

*\2 

3285 

3288 

78 5897 

Ray 

94.35 

-040 

94.00 

84.00 

50 

1240 

JBl 

1181 

+4 

1185 

1185 

428 8818 

Jon 

71875-0890 718q0 71200 592 

5846 

Ate 

3293 

+T.4 

330.0 

329.9 

218 8231 

JM 

9SJ5 

-0.40 

- 

- 

~ 

IZS 

Sep 

1204 

+4 

1202 

im 

183 JfJMI 

ring 

77800+0099 71.150 70950 235 

1866 

total 





17JB7I281817 

Total 





oft 

ala 

Total 





ala tft 

total 

18,218 

95871 


■ PLATINUM NYMEX (SO Troy oz^ S/troy ozj 

Oct 422.7 *62 4235 416.1 1.213 9X13 
413.7 *62 413.0 4090 104 3.348 

Apr 408.7 *52 407.1 407.1 4 426 

JM 404.7 *52 - - - - 

Total 1f400 1X809 

■ PALLADIUM NYMEX (100 Troy S/lroy ozj 

Sep 194.50 +Z40 19500 193JH IZ2 481 

DM 18830 +2.40 189 JO 185-20 335 3,012 

Mar 185,50 +1.90 - - 100 340 

Jm 16500 +1.90 - 107 

Total 557 UBO 

■ Sa.VER COMEX (5000 Troy ql: Centa/lroy 

Sap 4714 +6.4 4716 4615 377 1.023 

DCC 4760 +6.7 4775 4610 6,033 51,804 

Jan 477.5 +7.3 - - - 20 

4818 +11.1 4810 476.0 150 11,734 

■toy 4868 +BL8 4800 4800 10 3,209 

Jit «IL9 +09 - - 10 2080 

Total USD 76078 

ENERGY 

■ CRUDE 06- NYMEX (1,000 banal*. S/barrel) 

Latest Dafa Upon 

price dungs Mgh Low VM M 

Oct 1154 +0.09 1159 19.37 41457 98,108 

Ms? >970 +0.10 1174 1154 18489 54,417 

DM 19.77 +008 1182 1963 7.488 53073 

Jm 19.83 +009 1965 1174 3.130 31614 

Ml 19.77 +061 1965 1176 132 16.120 

liar 1964 +0.07 1184 1179 493 10,138 

TOW 7520401540 

■ CRUDE OIL IPE g/bend) 

Latest Day's Opan 

price ctaraga ffigD Im Vol H 

Oct 1868 +105 1144 1125 11.118 55638 

No* 1149 +105 18-52 1138 1393 48609 

Dm 1869 +104 1163 1860 2.738 19640 

Smn I860 -102 1887 1866 517 1734 

Fab 1160 -102 18.99 1869 183 7.028 

Har 18 65 -102 1163 1153 178 3689 

Total . i n/a n/a 

■ HEATING OIL HTMEX (41000 US pfe; OIK pbj 


WlffiAT COT (5,fl00bu mht; centa/OTa buahal) ■ COCOA CSCE (10 tonnea; S/tonnee) 


■ LEAK HOGS CME (4O0OQtoa; corrta/lba) 


Oct 


Feb 

Mir 

Total 


Latest Daft 
prtea ctaege Mgb 

533 +111 53.30 
54 A0 +002 54.45 
5560 +007 5185 
583 +0.12 563 
58 70 +0.17 56.70 
513 +012 56 A0 


Opan 

Low M H 

5265 14,701 45667 
53.00 4.923 24609 
54.95 5610 21Z70 
55.85 852 21227 

563 534 11.772 

563 960 7,730 

2830141821 


■ GAS OIL (PE Stomal 



Sen Da fa 




0PM 

— ■ — 


price Change Mph 

Uw 

vw 

tot 

“P 

Od 

Sep 

96.10 -2040 

9680 

95.50 

851 

3814 

■ov 

Od 

9685 +0.40 

9780 

96.00 

184 

2.743 

Dec 

an 

97.13 +0.50 

9780 

96.30 

14 

1835 

J» 

Dm 

S7.15 +015 

97 J5 

9620 

2.888 24.085 

Fab 

Jm 

97.15 -005 

8780 

97.00 

-a 

814 

Total 

Mi 

Toni 

87.15 +085 

8780 

97.00 

" 

759 

■ Hi 


Sen Bay's Opea 

price dungs lew IM tat 

153.75 +0 50 >63.75 >6225 5,473 10. >05 
1653 +13 1653 163.75 6,198 24607 
1673 - 157.00 >56.00 1.4B1 12*19 

188 75 -03 16175 16860 586 16.116 

17025 -025 17025 16925 1.094 11754 
17060 -OS 1703 1GSL7S 175 6.878 

11821 0230 


Oct 11.150 +0.150 11160 11.150 10 1.19 

fen 11300 +1150 132.00 13.190 50 695 

Total BBS 1260 

NATURAL GAS NYUEX (10X00 Staa8U 


GoMflroy oz) 

S price 

£ eqUv STr equtv 

— 

Latod Dafa 




Close 

32180-322.10 






Op* 

Opening 

32180-32180 




Plica donga lOgb 

Uw 

Vd tat 

Momvtg lb 

32180 

201.988 

476.043 

Od 

2700+0 012 

2755 

2670 Z4.327 58866 

Attemocn fix 

321.70 

202200 

477838 

Nov 

2829+0.001 

2800 

2810 10,348 26,133 

Da/S High 

321.80-322.10 



DM 

2920+0007 

2960 

2807 

5575 22684 

Day's Low 

32CL0O-321.1O 



Jaa 

2910 -0.001 

2960 

2905 

2837 22504 

Previous dose £180-322.10 



Fab 

2050 -OOD3 

2895 

2645 

1,642 15835 

Loop Ldn Mean Odd Lnxfing Rotas (Vs USS) 

Mar 

2380 -0000 

2430 

2385 

833 10507 

1 momh 

3^8 6 months 

.334 

Tom 




47J0B 225585 


2 months „ 

3 months _ 
SBwer Rx 
Spat 

3 months 
6 months 
1 year 
Gold Cotas 
Krugerrand 
Maple Leal 
New Sovereign 


..327 12 months 


..361 


—..326 

prtroy 07. US cte equrv. 


■ UNLEADED OASOUNE 
NYMEX 142.000 US gafe. cflJSgafc) 


294.70 

29930 

302.35 
310.75 
S price 
321-323 

75-77 


46760 

471.40 

47020 

406.45 

E equtv. 
202-204 

47-49 



Latest Dafa 



Open 


taka donga High 

Low 

M M 

Oct 

5985 +0.53 

60.40 

58.10 14263 4135 

HO* 

5730 +059 

57.60 

56.90 

6,729 18881 

Dec 

56.70 +029 

5690 

5685 

824 14,824 

Jan 

56.70 +054 

56.70 

5670 

153 13836 

Tab 

5780 

5700 

5650 

102 3253 

Bar 

Total 

5750 +024 

5750 

5750 

250 6887 
22J721E807 


Gap 

36880 

+38Q 370.00 363.00 

2632 

1.638 

Sep 

1647 

+4 

165Z 

1547 

31 115 

Od 

66875-0850 68850 68850 2298 

17896 

Dec 

38275 

+380 38680 377.00 24871 

66845 

Dec 

1665 

+3 

1668 

1662 7823 45845 

Dae 

55850-1850 06800 65800 1,758 

0353 

Mw 

395.50 

+480 39780 38200 

1.421 22813 

Mar 

1685 

+3 

1715 

1681 

701 26885 

Fab 

64025-0830 65800 64800 

372 

2745 

May 

38726 

+275 38480 38200 

265 

3875 

May 

1714 

+3 

1718 

1714 

435 12439 

Apr 

61850-0875 82000 61850 

113 

1814 

JM 

38880 

+225 38080 38480 

624 

6878 

JM 

1732 

+4 

1745 

1732 

12 2889 

Jkm 

56825-0325 66850 66800 

14 

943 

Dm 

406.00 

+200 40680 40180 

294 

1219 

top 

1748 

+5 

1748 

1749 

31 4883 

JM 

54850-0400 85800 65800 

1 

681 

total 



22627 104894 

total 





81284185,150 

totM 


4068 

32888 


MAIZE CBT (5.000 bu trtn ; canta/56b buaheQ 

1354 9.683 
40660187.954 
5623 52647 
1634 13,121 
2633 21.471 
155 1.606 
SB667 298608 

■ BARLEY UFFE (100 tames; E per tonne) 


■ COCOA QCCP) (SORVtoma) 


Sep 

DM 

MV 

JM 

Sq> 


267.75 *225 2E760 26360 

284.75 +125 26560 26060 
273-25 +2J0 Z7360 289L2S 
278-25 +1.75 27125 27460 
28160 +1.75 28260 281-00 
272.00 +260 271.00 26150 


Sep 

8000 

-090 


19 

Nnr 

8240 

- 8225 8200 

20 

1JW8 

Jm 

84.40 

- 8480 84.00 

25 

620 

Mar 

06l3O 

- - - 

- 

292 

May 

87.66 

- - - 

- 

23 

Total 



B/a 

nta 

■ SOYABEANS CBT ftOOOba mbt COtSffiOSi huM) 

Sep 

71380 +1325 71000 699.00 

1.486 

5020 

Nov 

64525 

+825 64000 643.50 WJH2 90853 

Jm 

64625 

+825 64780 63480 

2417 20.720 

Mar 

651.75 

+075 65380 641 00 

777 

6813 

Hay 

65880 

+780 65780 64780 

550 

6J63 

JM 

664.00 

+625 66580 65380 

1.193 

7882 


total S18U1412S0 

■ SOYABEAN OB. CBT (B0, OOCHm: rantartb) 


Sep 

2234 

-001 

2235 

2235 

3.122 2306 

Od 

2246 

- 

72-52 

2220 

6007 20888 

Dm 

2288 

+005 

2288 

2276 

6.830 40073 

Jm 

23.14 

+0.14 

•n rw 

2275 

1.485 11089 

Mar 

2327 

+0.12 

2300 

2295 

476 7.707 

fcy 

2380 

+007 

2305 

2332 

333 3227 

Total 





20017 81,166 

■ SOYABEAN NEAL CBT (100 tons; S/ton) 

Sap 

2722 

-09 

2803 

2678 

4896 6854 

Od 

2327 

+10 

2324 

229.1 

7.m 24018 

DM 

217.1 

+23 

2170 

214,2 

7828 44873 

Jm 

2128 

+38 

2127 

2022 

1880 10031 

Mar 

2070 

+28 

2078 


1029 10076 

urn 

204.7 

+22 

204.9 

201.7 

918 8814 

total 





24078 11029 

■ POTATOES UFFE (20 tonnes: £ per tone) 

Nov 

620 

_ 

_ 

_ 

7 

Mar 

1000 

+50 

-a 

- 

— _ 

Apr 

1200 

+50 

120.1 

1160 

79 1,194 

day 

132Q 

+50 

- 

- 

- 2 

Jm 

146.0 

+50 

- 

- 

- - 

Total 





nta a ft 

■ FREIGHT (BIFFEX) UFFE (51(V<ndsx potftt) 

Sep 

1303 

-13 

1310 

1300 

66 561 

Od 

1436 

+1 

T437 

1425 

97 1898 

■ov 

1450 

-5 

- 

- 

46 

Jaa 

1450 

-5 

- 

1440 

2 487 

Total 





nta n/a 


Ctaa 

Pm 




BR 

~ 

1315 





PULP AND PAPER 

■ RJLPBC QMLX (56: 24 air dry tons) 


Sea 

Dlfl 


opes 

price dongs Uw 


fat 

555.00 

+300 SSS.D0 554.00 

9 

207 

57700 

+1.00 57700 57700 

18 

160 



27 

3K 


Sep 
Dm 
total 

FUTURES DATA 

AH (Mures data auppHod by CMS. 


Minor metals fom Meta Butrin 

3 per to in warehouse, unless otherwise 
stated. A ntim ony: 9a 65%. £ per tame. 
1,880-1 ,95a Btsmuttc nth. 99-99%, tonne 
lots 3,35-3.60. Cadmtam min. 99.95%, 
cants a pound, 4060-50.00 is. 00 - 55.001 
Cobalt: min. 996%, 24.20-25.00 (22.30- 
22L«fc min. 99-3%. 2000-2065 (1960- 
2060 }. Mercury: min. 9969%. S per 76 fa 
flask, 143-155 (145-155). Molybdenum 
*unw»d mdytxSc ox*fe 4.36-4.45. Sata- 
ntuRE min 396%. 2.00-3.00 (1.00-2.9% 
Tungsten orb (standard min. 65%. £ per 
tame unit (inkg) WO, df. 40+45. Vana- 
dftnn: min. 98%. CIF. 4.05-4.13 (4.05- 

jjflLifeBumaa. 


SapB 

any - 


Pika Pnr. day 
. 129167 131460 


■ COFFEE UFFE (5 tonnes Vienna) 


Sep 

1572 

-61 

1602 

1572 

158 

2179 

Hw 

1582 

-55 

1626 

1588 18<7 H1 12 

Jaa 

1582 

-54 

1625 

1590 

745 

8833 

Mw 

1580 

-54 

1600 

1580 

101 

2829 

■w 

1575 

-54 

1630 

1630 

- 

373 

JM 

TMM 

1570 

-59 

1625 

1625 

flfa 

97 

n/a 


■ COFFEE *C* CSCE P7500tos: oentaflba) 


Sep 

20185 

-225 20505 20105 

56 

456 

Dao 

18380 

-420 187.75 182.75 3036 13887 

Mar 

16605 

-375 18980 16600 1813 

4003 

MW 

16005 

-145 16280 10080 

48 

1049 

JM 

15405 

-145 157.00 15400 

20 

1009 

Sap 

148.05 

-145 15500 15300 

50 

375 

TMM 



4866 

Z20G8 

■ COFFEE (ICO) (US oanta/pound) 




SapB 
C om p, ttafly 
15 Hay 


14128 

132.81 


■ WWTE SUGAR LFFE [50 tonnes: Stoma) 


Od 

320.4 

-15 

3217 

3205 5,157 7,713 

Dec 

3218 

-18 

3217 

3220 1.126 7095 

Har 

2254 

-03 

326.1 

324.9 1J42 T1850 

Ray 

3248 

- 

3248 

3244 

100 2599 

Aag 

3230 

- 

- 

- 

8 1008 

Od 

3193 

-03 

3198 

3190 

80 2835 

TMM 





7881 33222 

M SUGAR 11’ 

CSCE (112.0008b; cents/tbs) 

DM 

1180 

-001 

11.57 

11.48 7042 Q0841 

MW 

1201 

- 

1204 

1189 5875 78067 

■W 

1185 

-001 

1189 

1184 

740 16087 

JM 

11.73 

-004 

11.79 

11.73 

594 13817 

0d 

11.73 

♦O01 

1176 

11.72 

389 11.038 

Mar 

11.70 

+001 

- 

1169 

32 1099 

Total 




15072 2D408B 

M COTTON NYCE (5(L000ta oenfa/ttra) 

0d 

72.79 

-018 

73.10 

7237 

230 6875 

Dm 

7290 

-022 

7125 

7245 4826 48825 

Mar 

7405 

-023 

7480 

7175 

628 13082 

Ray 

7408 

-0.12 

74.70 

74.70 

382 5090 

JM 

75.45 

-015 

7580 

75.15 

250 6.105 

0d 

7583 

+053 

7580 

7580 

40 614 

TMM 





6891 W067 

■ ORANGE JUICE NYCE (i50OOKa: oontafita) 

Sap 

6860 

-040 

7025 

8940 

233 492 

KOV 

6885 

-0.10 

6025 

68.60 1841 1B0S3 

Jm 

71.75 

-0.10 

7200 

7180 

382 5060 

Har 

74.7U 

-am 

7480 

7480 

229 3869 

Msy 

77.70 

-005 

7705 

7780 

26 1028 

JM 

8020 

-005 

6010 

B0 10 

41 566 


2491 34622 


VOLUME DATA 

Open mtanasr and Vdtro data shown »r 
contracts traded on COMEX, NYMEX. CBT. 
NYCE. CME, CSCE and IPE Crude 08 are 
one day in a n ma . Volume l Opan Interest 
totals are for M traded months. 


year apo 

1965.1 


INDICES 

■ Reuters (Base: 13/9/31 - ioq 

tapl Sap B month age 
1937.T 1944.9 18116 

■ CRB Futoas (Basa 1967 * 100) 

Sap 8 Sep S month ago year age 
242.06 24023 

■ GSOI Spot (Base: 1970 = 100) 

Sap 8 SepS month ago yaw ago 
194.25 10524 19420 202.73 

LM WJUBHOUtf STOCKS 


Alunnluin 

+4200 

to 

713075 

Aluranun stay 

-220 

to 

52020 

Coppw 

+375 

to 

285,700 

Lead 

-250 

to 

121.725 

Hdcd 

-132 

to 

66872 

Znc 

-13,150 

to 

374050 

Tin 

+20 

to 

12060 


■ PORK BEUJE8 CME (40000618; canbi/lbs) 

Flh 65225-1600 66600 84.700 1,147 4638 

Mar B5A80-1JDO 58600 64650 40 459 

May 65-375-1600 67.775 88.775 - 85 

JM 88600-1600 67-350 65600 - 25 

Mg 67600 1 ID 

total 1,191 4629 

LONDON TRADED OPTIONS 

Strike price S tame — CaBs — — Puts — 

■ ALUMINIUM 


Ak day 

14126 

13260 


(99.7%) LME 

Od 

Jan 

Od 

Jar 

1575 

51 

94 

17 

50 

irem 

36 

60 

27 

61 

1625 

24 

oa 

40 

73 

■ COPPER 





(Grade A) LME 

Ott 

Jan 

Ott 

Jwi 

2100 „ 

68 

113 

32 

64 

2ISO _ 

42 

89 

56 

1TO 

2200 

24 

69 

87 

138 

■ COFFEE UFFE 

Nov 

Jan 

Nov 

Jan 

n/a 





n/a 





n/a _ _ 





■ COCOA UFFE 

Dec 

MV 

Doc 

Mar 

n/a 





n/a 





n/a _ 





■ BRENT CRUDE 





IPE 

Oct 

Nov 

Ott 

Nov 

1300 

- 

- 

6 

- 


1650 . 


30 


25 58 


LONDON SPOT MARKETS 

■ CRUDE OB. FOB (per beneQ +or- 


Dubtt 

S170O-7.75W 


Brant Blend (dated) 

S1B.1M50 

+004 

Brant Blend (Od) 

SI 8.37-8.39 

-0.03 

W.TJ. 

9l9.4S.g51w 

-0.03 

■ OH. PRODUCTS NWEprompt dsHtwy OF (tarns) 

Premium Gaadtoe 

6221-223 


Gas 09 

5164-166 


Heavy Fuel 09 

S9D-92 

+05 

woprwna 

SI 85-1 87 

+05 

Jet Mat 

S1B1-1B3 

-O.S 

Dieeei 

Si 89-1 71 

■ NATURAL GAS (Fmca/thenn) 


Batten (Ocf) 

11-11.1 


ftaoetourn Tw. London f>17l) 358 87S2 

■ OTHER 



Gold (per tray oe}$ 

632105 


SBwer (per boy 

476.00c 

+40 

Platinum (per tray at) 

541B0O 

+150 

Pafladhm (pw boy azj 

SI 8650 

Ccpper 

1O10C 



Lead (US prod.) 

Tin (Kuala Lumpur) 
Tin (New York) 
Catt)e(5ve weight) 
Sheep (Ove weight) 
Pigs (9va welgmjr 
Lon. day ajgar (raw) 
Lon. day sugar (wt^ 

Barley (Eng. had) 


45.00C 

1SLS4r 

256-5 

100.11 

114.17p 

8Z54p 

£279.40 

S328.50 

Unq 


-0-03 

+3.0 

-asr 

+056- 
+5.74* 
- 1.10 
-3 AO 


M8t» (US No3 YsBow) CIQS.OQ 


Wheat (MS Dark Nonh) 

Rubber (0 c4¥ 

Rubber (NpvJY 


Unq 

5960p 

39.50p 


Rubber (KL RSS Noi) 2B2Sz -ij 


Coconut CM (Ph3)§ 
Pakn Ol (Malay j§ 
copra (Ph^& 
SoyibemaWg 
Cotton Ouflook'A' Index 
Wboftops JB4s Super) 


577.50 

siaoo 

sasasy 

226.0 

79.70c 

420p 


w0A 

® “ naraitaiL + Buaon amm 
toa. 0«piBn*Mi, t B M d cn4iB!h(BlB , Il ^ 1 



CROSSWORD 


No.9,476 Set by CINEPH3LE 

nr 



A tribute to the late J.S. 


ACROSS 

1 Near dismissal for football- 
er’s sulks greets honoured 
guest (3,6) 

6 Moths: to talk like a bird, a 
parrot (5) 

9 Talk like J.S.'s has attrac- 
tion left (5) 

10 Return like J.S.’s Destry 
with the right notion for 
profit (4£) 

11 Nourish success for Jones’s 
partner with J5. (4,0 

12 It sounds like heaven in 
spile of the ton bridge? (4) 

14 See 16 

15 A little dugong or a Mam 
cat in pa-son (3,4) 

17 Degree for writing about 

antelopes, and lots of 

rbmripagna (7) 

19 Bible character cooking his 
meal (7) 

20 Light for one only (4) 

22 J.S.’s river woman, and 
Arkwright’s round (10) 

25, 27 Chaucer's, not J.S.'s 
story of Glenn (3,7,4) 

26 Attempt a way to date (5) 

27 See 25 

28 Left nurse upset and Utter 
(9) 

DOWN 

1 Reversible locator <5) 

2 Stage's literary adviser, 
adult cut short in female 
dress (9) 

3 Not grounded, we perform 
in maximum capacity (7,3) 

4 Spouse, perhaps, divorced, 
with blame arising (7) 


5 L used to work - it v 
baring! (7) 

G Ditch a bird that's be 
extinct some time (4) 

7 Eccentric part of engine ( 
8, 24 Spouse enter taini 
awful drone complete w 
„ J3- (9.4) 

13 Where J.S.'s Smith wei 
laundry’s not sent up (II 

14 Jr ° ss ^ s: in the Bib 
strange men (OT. i sar 
(9) 

16, 14 across A Western a 
ance: unusually foam 
Red Rum’s back with J 
(72.1 .6) 

18 St ud ent of the Sun withe 
a companion (7) 

19 Fashionable herbe for t 
viscera (7) 

21 the end of home games? i 

23 From the house, phone f 
pub? (6) 

24 See8 

Solution 9,475 
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Lack of enthusiasm sees shares on the retreat 




MARKET REPORT 


By Steve Thompson 
UK Stock Market Editor 

London's equity market had to 
endure another painful trading 
session yesterday, with genuine 
investor activity continuing at 
dismally thin levels and share 
prices on the retreat throughout 
the day. 

There did not appear to be any 
serious threats to the stock mar- 
ket in mid-session, apart from a 
rally In sterling, which re-ignited 
worries about the damage to UK 
corporate profitability. 

Dealers said the day's eco- 
nomic news, which included the 


August sales monitoring report 
from the British Retailing Con- 
sortium and inflation news for 
the same month, were not seen 
as damag in g to sentiment or as 
increasing the chances of a rise 
in UK interest rates in the short 
term. 

But a buyers' strike left the 
market almost totally bereft of 
support during the morning, 
when sell-side pressures began to 
build up in the derivatives mar- 
ket. 

By the finish of a slow session, 
the FTSE 100 index settled 34.7 
lower at 4.950.5. well above its 
low for the day but a reflection of 
a growing realisation that the 
index runs into selling pressure 


at or around the 5.000 level. 

The rest of the marke t was not 
so badly hit. The FTSE 250 index 
ended the day 9.1 lower at 4,677.0, 
having been 14.8 off at its worst 
And sentiment in the smaller 
stocks was completely unaf- 
fected. with the FTSE SmallCap 
index posting a 1.3 gain at 2.279.6. 

One explanation being put for- 
ward by traders as behind the 
contraction in volume was the 
October 20 shift from quote- 
driven to order-driven trading. 

Some brokers said marketmak- 
ers. knowing their tried and 
tested methods of trading shares 
will be abolished next month, are 
increasingly unwilling to adopt 
aggressive trading stances. The 


increase in volatility is one con- 
sequence, as dealers avoid big 
deals which then Impact more 
heavily. 

The British Retail Consor- 
tium's survey for August, indicat- 
ing a marked slowing in high 
street sales and the RPI data, 
showing headline inflation up 0,6 
per cent and core inflation up 0.4' 
per cent over the month, caused 
few signs of alarm in the market 
ahead of today's monetary policy 
committee meeting. 

Some dealers were wary of 
Wall Street’s unconvincing per- 
formance on Monday, when the 
Dow Jones Industrial Average 
saw an early 50-point advance 
reduced to a closing 12-point 


gain. Yesterday, the Dow lost 
ground In early trading, but 
embarked on a strong run as the 
session unfolded. 

US favourites Reuters and Brit- 
ish Airways were among the best 
performers in the FTSE 100 
index, and standard Chartered, 
badly affected by the recent 
sell-off in far eastern markets, 
also rallied. But the quality end 
of the retailing sector suffered in 
the wake of evidence of a slowing 
of high street sales, evidenced by 
the poor showing of Marks and 
Spencer. 

Turnover at 6pm was 704L6m 
shares, split almost evenly 
between FTSE 100 stocks and the 
rest of the market 




Indices and ratio* 


FTSE 100 

49505 

-34.7 

FTSE 250 

4677J3 

-8.1 

FTSE 350 

23S&9 

— 14j4 

FTSE All-Share 

2333.11 

-1007 

FTSE Afl-Share yfeW 

3J37 

3.36 

But perfeni jM sectors 

.+0.7 





^+0 A 

3 Marita ... . 


„.+0A 

4 PapercPckgdPrintJng 

5 BraweriesAibsSRest - 

__+03 

_+0.1 


pr-gn 3166.5 -16.0 

FTSE Non-FinS p/O 

FTSEIQOFut Sep 495^0 -23h 

10 yrGHtyieW ^ Jjg JJ* 

Long gBt/equtty y*d ratio 2.09 2.10 


Profit- 
taking 
in Glaxo 


Glaxo Wellcome was among 
the market's main casual- 
ties, the shares closing 33 off 
at £12.85 with dealers 
attributing a large part of 
the day's retreat to profit- 
taking after the stock’s 
recent run. 

Sentiment was also hit by 
news fro m the company that 
a meeting scheduled for Sep- 
tember 19 to consider the 
proposed switch of its 
allergy drug, Beconase, from 
prescription to over-the- 
counter, has been canceled. 

“We forecast sales growth 
of 12 per cent compound 
between 1998 and 2001, a 30 
per cent premium to the 
average forecast sales 
growth of our global phar- 
maceutical repository and 
anti-virals." the broker said. 
It added, “despite industry- 
wide cost pressures, we are 
positive on Glaxo Wellcome 
because its accelerating 
sales growth should main- 
tain broadly flat operating 
margins." 

The retail sector saw some 
of the heaviest turnover in 
the market on fears of a 
slowdown in consumer 
spending. The British Retail 
Consortium said the growth 
of high street spending fell 
to its lowest rate for five 
months in August. 

Marks and Spencer 
recorded the second biggest 
fall in the FTSE 100, as It 
surrendered 15V. to 593p: the 


fall was accelerated by inves- 
tor wariness of its plans to 
expand in Latin America. 

Others that suffered 
included Next down 13Va to 

776p. J Sains bury, was off l l A 
before recovering firmer at 
426p in volume of 6.4m while 
Dixons gave up to 633p. 

However, Tesco beat the 
market trend to rise 6S to 
430p after a report that it 
was planning to expand its 
home delivery operation, 
which allows customers to 
place orders via the internet 
telephone or fax. Tesco 
would then deliver to the 
door. 

Argos advanced 28 to 
644Vkp as traders said a 
series of company meetings 
with analysts had gone 
down well. Volume was low. 
however. 

Biotechs sold 

Healthcare technology 
group Biocompatibles Inter- 
national tumbled after it 
revealed its marketing deal 
with US group Johnson & 
Johnson was narrower than 
some analysts had hoped. 

The company, which yes- 
terday published interim fig- 
ures, said Johnson & John- 
son had decided to focus its 
planned collaboration with 
the UK company only on 
stents (devices inserted into 
arteries) which deliver drugs 
to the heart. 

Analysts had expected a 
wider deal including market- 
ing and distribution of Bio- 
compatibles’ coating mate- 
rial for ordinary stents. 

The news sent the shares 
plunging. Dealers said they 
had fallen .to 665p, a 43 per 
cent loss, in early trading. 


The company said it was 
in talks with five competi- 
tors of Johnson & Johnson 
who were interested in 
distributing its stents prod- 
ucts, but the comments did 
little to calm nerves. Late 
bargain hunting helped the 
shares rally off the day’s 
lows and they finished 415, 
or 36.1 per cent, off at 732‘4p. 
by liar the worst performer 
in the FTSE 250. 

Burford Holdings was off 4 
at 104 p in volume of 10m, the 
busiest day's trading for two 
years, after Nick Leslau said 
he would stand down as 
chief executive and take a 
non-executive post as deputy 
c hairman. Traders said the 
share price fall took the 
stock to a 12 per cent dis- 
count to net asset value, cal- 
culated at about H8p. 

Dealing was said to be 
marked by the sale of a 
block of 3m shares by one 
institutional investor. 


P&O continued to rise as 
investors took a positive 
view of the flotation of its 
Boris Homes subsidiary. The 
bullish sentiment on the 
stock has been helped by 
positive statements from the 
company on the planned 
merger of its short-sea 
routes with Stem. The stock 
gained 13 V'i to 674p. 

British Airways' advance 
of 11% to 656'/ip was said to 
be in sympathy with rises by 
airline stocks in the US, on 
the back of increases in US 
ticket prices or about 5 per 
cent The stock was also said 
to have been helped by a 
report that BA and Ameri- 
can Airlines have moved to 
speed up regulatory permis- 
sion for their alliance by 
dropping Iberia. 

Among telecom stocks. 
Telewest Communications 
was among the be st perf orm- 
ing stocks in the FTSE 250. 
The shares rose 4% to 81'/ip. 


FT 30 INDEX 

Sop a Sop B £*43 S Sap 4 Sep 3 Yr ago -High low 

FT 30 316&5 3182.5 3104.9 3182a 3166.7 28312 3222a 2068.0 

Ord. div. yield 3.56 334 3.54 SL54 3.56 4.02 442 339 

P/E ratio net 20.65 20.78 20.76 20.75 2036 17.15 20.78 1540 

R/E ratio nfl 2037 20.40 20X7 20.47 2030 16.99 2049 15.71 

FT 30 wu eompfeoiort high 32205 1ZAWB7; ton «&4 ZfiAttMO. Bast Date V7/35. 

FT 30 bourty c ha ngaa 

Open 900 IftflO IIjOO 1200 1X00 1400 1530 1600 Wgh Low 
31823 31823 3172/1 3173a 31610 31643 3162a 31574 3103.7 3182a 31573 



Sep 9 

Sep 8 

Sep 5 

Sep 4 

Sep 3 

Yr ogo 

SEAO bargaira 

30399 

30819 

41.483 

41.013 

40605 

38362 

Equity turnover (Cm)t 

— 

NA 

2198.4 

22773 

27629 

20004 

Equity bargotasT 

- 

NA 

30198 

39.751 

44,956 

40/492 

Shares traded (m^t 

- 

NA 

6501 

0913 

797.4 

7813 


Tfitctucftig Hro-marfnt and onme uncm but mcfcxfina Crest tumor. 
O FTSE imvredknri Limited 1997. Al righto maned. -For -1997. 


U London marine* data 

Rises anti Mb' 52 Weak highs and lows LUTE Equity options 

Total Ftees 600 Total Highs 81 Tout contracts 22/443 

Total Fab 783 Total Lowe 33 Cans 13,200 

Same 1392 Puts 0343 

Sop B ‘Data based on Equity shares Bated on the London Share Service. 
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INFORMATION O 

news 1 rom 
European & Asian 
perspectives. 



NEWS 


If you need to know what’s moving 
UK, European and Asian markets, 
you need AFX NEWS, the real-time 
English language newswires that give 
the latest international financial and 
corporate news. With the resources of 
owners and partners, FINANCIAL 
TIMES INFORMATION and 
Agence France** Presse to draw on, 
you know AFX NEWS will always be 
relevant, reliable and right. And it’s 
available to you on-line through all 
major market data platforms, 


deliverable across your intranet, 
extranet or other network to your 
PC, NC or workstation through 
Windows, browsers and proprietary 
applications. AFX NEWS has 
reporters across Europe and Asia 
and in other key markets feeding over 
1500 news stories a day direct to your 
system. So, for independent and 
succinct reporting on economic, 
corporate and market news, contact 
AFX NEWS direct or your local 
vendor today. 


FOCUS ON INTERNATIONAL FINANCIAL NEWS 

A JOINT-VENTURE OF FINANCIAL TIMES INFORMATION AND AGENCE FRANCE-PRESSE 

AFX NEWS 13-17 EP WORTH STREET, LONDON EC2A 4DL (44) 171 253 2532 
FAX (44) 171 490 3007 EMAIL; AFX.SALES0FT.COM AND NEW YORK, USA (2 1 2) 306 6734 


Credit Suisse First Boston pany. The t 
recently instigated coverage stock “marfci 
of the stock rating it a and said it t 
“hold” because of “concerns within 18 mi 
over the continuing impact Blue Circl 
on its operating results of off 5 at 39G 
structural disadvantages for concerns abc 
cable in the UK.” and Chile 

Elsewhere in the sector, plans. The 
BT was the busiest traded knock on M 
stock in the Footsie, with 22 per cent 
volume of 17m, as the shares pre-tax profi 
followed the market trend to Yesterday 
end VA lighter at 408 yip. at Goldman 

Among engineering- eats that hi 
related stocks, BBA achieved his earnings 
the third biggest rise in the mate by 4 p 
FTSE 250 with an 18% jump year to 28p a 
to 4i6Vip after it unveiled for next year 
interim profits up 11 per added that “ 
cent to £80m and made a about Mala: 
bullish trading statement. we continu 

Charter rose 22 Vi to 8Q3V4p shares as 
following interim pre-tax ' performers", 
results at £51.5m. the top end 
of expectations, and a bull- 
ish trading statement Ana- 
lysts were said to be gener- , ______ , 

ally sticking with forecasts LONDON P 
of about £102m for the full- *•** *2 ™ 

ysur. p U p (£ni 

Media giant Reuters was 

the best performing stock in - fp! aa 
the FTSE 100 throughout the §*» fp. 29. 

session as the stock § ££ u 

responded to a UBS recom- 3150 fp. an. 

mendation. The shares Sks fp. m 
aided the day 19V4 ahead at 
667p in trade of 4.1m. too fp' c. 

UBS published a sector Sioo fp. 73 
review at the end of last I F p" 

week in which it hi g hli g hted * fp! 13. 

Reuters as one of its main _ ££■ ^ 

recommendations. The mar- -f- Afcm*e iwmi 
ket yesterday responded to «h«r nynoett f*w 
the publication. 

The media team at UBS 
points out that Renters 
shares have underperformed 
the market by 30 per cent 
over the last 12 months. 

“Underlying trading remains 
solid and the fundamentals 
are positive.” 

The broker also favours 
Carlton Communications. 

5Vi off at 480p, and Mirror 
Group, unchanged at 206V4p. 

Billiton advanced 4% to tr-Ff .fi 
245V=p, helped by positive aatfeMwfcam) 
comments from, Gol dman c oppmn , r sew 
S achs, which yesterday pub- Il^remHyuStor 
lished a report on the com- ' 


pany. The broker rates the 
stock “market outperformer” 
and said It could reach 27Up 
within 18 months. 

Blue Circle Industries was 
off 5 at 390p on continued 
concerns about its Malaysian 
and Chilean expansion 
plans. The shares took a 
knock on Monday despite a 
22 per cent rise in interim 
pre-tax profits. 

Yesterday, Michael Betts 
at Goldman Sachs told cli- 
ents that he had increased 
his earnings per share esti- 
mate by 4 per cent for tills 
year to 28p and by 3 per cent 
for next year to 28.7p. Bathe 
added that “due to concerns 
about Malaysia and Chile, 
we continue to rate the 
shares as market under- 
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Opart Ssttpdee Chanpa W> ^ 

£■. Si So -310 6M2-0 *"* « V™ 

Mer SOS SO -313 

■ FTSE 2S0 INDEX FUTURES [LLFF5 £10 par inda * P otnt 

Sap^ 46803 46803 33 46003 46603 00 3349 

Sc 47473 47473 ’ 47473 47473 80 

■ FTSE 100 MDSC OPTION (UFFE) f4B48 } CIO fxr fta Index point 

4750 4800 4890 4800 *0 *00 »» *» 

Jmf 515 231% 453 270 msiZt ■«*> 

Call 3.365 Pots 953 

■ EURO STYLE FTWEIMMOeX OPTION (UffB E10 par Unite P°»nt 

_ ■PiJSL lift* 

S? « bj 270 70 i»7L <k 1572*1 141a 131 137*2 W7 IBS B6 191*2 ® 223 

Nh KW 21071 * 296 122 % 257 % 139 2 Z 7 IS _** IKS 2 > 2(7 Iffr 02 

Dac m 129 32 B% 144 % 296 % 161 % m 181 rahvnh 188 ^ 247 IS?^, 

Nhf « 203 38 B 241 312 283 

Cate 6^84 Pott 5335 * Unda riytng hdn Mtee. Pteatewa ataw m burnt * sattmrt alw 
t Lbob Mad aq*y moots. 


LONDON RECENT ISSUES: EQUITIES 

Amt MkL Oon 

prica paid cap 1887 price Not Dtv. Qb P/E 

p up (Em^ 1-Bgti Low Slock p V- dta. cov. yM na» 

9 FP. - 415 307*2 A nt ofaga a ta Us 397^ - - - - 

-F P. 662 '110 101 Bristf&WPrf 109k - 

§100 F.P. 293 ■ 145 10912 CamiiHl Ufed 138^ L3L8 2.1 33 182 

FJ». - 118 114 SOB 115 Z2.75 - 3.1 - 

§ FJ>. 6S1 66 52% ton HoUnga 32% - - -412 

§150 FJ>. 3013 266' 162% Qrin H*3 . 246% «8% LOS 5.7 03 4afl 

§125 FP. M3 133 90% Pktiag "92% - - - - 

§ FP. 647 135% 134% flS Seditions V&2 - - -458 

§160 F.P. 173 178% 172% 176% LW23 BUO 14 143 

IDO F.P. 315 112% 99% ftafcoune Martn 108 - . - - - 

5100 FP. 7.BS 120% 105% 'isas Group 110% L2 A 23 23 1M 

- FP. - 38% 30 Stw*n Tratt B 37% - - 

- FP. - 54% 42% tStankr Wterarta • "46% - - - - 

* FP. 134 85% 77% jsiytoHokfcvs 85 W1S 44 22114 

FP. - 22$ 19% 7hori B • 20% - - - - 

- FP. 73S 68% eOVMBflTadl 63+1 - - - - 


■ Major Stocks Yesterday 

VOL Closing Days 

000b prtca change 

490 ~% 


490 ~% 

. a 
002% -8% 


.... ... flkfcan Piiiag 

§ FP. 847 135% 134% jlS Seditions 1^2 - - -4511 

§180 F.P. 173 178% 172% f*»gadivUte 175% LW23 BUO 14 143 

too F.P. 315 112% 99% ftafcouna Martn 108 - . - - - 

§100 FP. 7.B5 120% 105% fSBS Group 110% L24 23 27194 

- FP. - 38% 30 Sevw Ttatt B »% - - 

- FP. - 54% 42% IStonttr WteianH • '46% - - - - 

* FP. 134 85% 77% jsiyteHokfcvs 95 W13 44 22114 

FP. - 22$ 19% 7horn B • 20% - - - - 

- FP. 739 68% flOVWanTeeh 63+1 - - 

t Atoms** liremi n aw MataL 9 Ptodm prin. * fcmoducfav For a U en^anatoi <rf afl 
other symbols pie — rteorto Ths London Share Sen+ca notes. 


L 33 2.1 33 182 
ZZ 75 - 3.1 - 

- - -418 

139 5.7 03 4 a 0 


a 

739 68% 


L24 23 27194 


Win 44 22 114 


1400 

AMVGSCAP l^m 

ASOA aouai 8300 

2400 8K% -8% 

Alton 100 1167% -6 

Abort FWier 338 37% 

ABano* & Lakso— t 1400 645% -1% 

.ABadOorneocit 1400 

Angkm wanr i.TO 

jSS^BTFotetet 1^ SB -4 

3SOO -'5% 

BAT bids. f 6300 527% -1 

mi 2200 418% *18% 

B3CC 830 180 -1% 

BOCt 1400 1046% -a% 

g IlflOO 209 -8% 

9400 901% -14 

3J00 360% +2 

BSkyBt 1900 48^3 ~h 

BTf 17300 409% -1% 

BTRf a poo 918 -a% 

Bsrk of ScoHnidt 3400 434% +4% 


ML Am— Mt 
BrdWi Adweyst 
Brlteh BMach 


FTSE GOLD MINES INDEX 



Sap 

% tag 

Sap Toar 

ereaa«r 

WE 

Qtewk 


8 

on day 

B ago 

jWd % 

ndta 

m&i Inaa 

Bald Staia tadK ( 31 ) 

137148 

-14 

1)9744 2020.11 

138 

- 

282011 127014 

s tagtata MkH 

ddfa( 14 ) 

137005 

-02 

1380.72 268455 

056 

2203 

288439 133406 

taadStaaR 

1 S 251 

+10 

1 S 36.99 225046 

050 

1014 

228308 133010 

Haiti Aomrica ( 11 ) 

135028 

-z* 

138009 180771 

103 

6002 

183077 124423 


Copyrtgtt. FTSE Mu i aU —l Umbad 1087. Al ri^Ha revr+ML Flouma In braetate at— 
numbar of um i - iIbb. Beals US Ootere. Base VWdk 100030 31/12/02. t ParUaLJjrteat prices 
were onmnlaUe far ihfa acHon. 


Brtdabateaff 

BrnnohCaantt 

Burton 

CatateSWIret 
Carexry SduMppeat 
Cndon 

Demon Comme-t 

oanaftat 

Coots Viyoln 

Comm.TJntorrf 

CDtepaas 

Cootaon 

GoutHJds 

& 

Dbanet 

54AP 

aet 



fiue 100 

FTSE 2B0 
FTSE 250 ox IT 
FTSE 380 
FTSE 3HJ ox IT 
FTSE 350 Higher Yield 
FTSE 350 Lo—r Yletd 
FTSE SmaKop 
FTSE SnrelCap «x IT 
FTSE AS- Share 
FTSE 49-Sharer ox TT 


-0.7 48853 48942 48913 3916.1 334 232 183011044212433 
-02 4886-1 48813 4683.6 4436.4 335 1.62 21.77-106.16196228 
-02 4088.6 46853 4079.7 44702 3.88 1.85 2037 10941 197237 
-03 24013.24043 24013 19583 330 134 1935 S79 208221 

-03 24023 2400.1 24033 - 340 1 35 1831 23.72 1073.54 

-03 23192 2324.7 23193 1866.1 435 1.70 1531 8732 1715.70 

-03 2487.1 24883 24873 20601 242 222 2324 4335 177022 

+0.1227826 227010 226143217338 3.17 132 2132 47.12 194424 
— 2252.72 224530 223833 2172.74 343 132 1934 5048 193920 
-03 2348. 18 234839 234524 183832 337 133 1920 54.10 207538 
-06234733235031234738 - 341 135 1082 23. 16 1068.14 


■ FTSE Actuaries Industry Sectors 

DW« 

Sep 9 edge* Sep 9 


Sap 4 ago yjakm oowar ratio 


FVE Xda4 Total 


10 MUOIAL EXTRACnONpH 
12 Exdacdva Industries^ 

15 Ol. miagratad(3) 

18 01 


494928 -13 499835 5Q2S34 5021 23 371248 3.14 133 2038 B8.75 222138 

424438 +0.7 421332 41S532 415723 421234 3.74 230 14.15 10430 129737 

528529 -12 533131 537175 537434 380832 323 1 35 209410740 243139 

1 3817.62 380537 380040 2784.60 131 229 3029 383S 233731 



30 CONSUMER QOODS/84) 

32 Alcohoflc Savaraoes(7) 

33 Food ProducoreC23 

34 Household Goods(17} 

36 Headh Can(14) 

37 PharmaceuticarisnSI 


4505.43 -12 402130403533482031 388070 335 .133 2034 11438 177320 

325334 -02 325832 32S544 328441 288841 337 138 1625 0096 1242.44 

305430 -03 308237 3103.04 3083.12 258434 331 137 1835 7037 144835 

3153.11 315131314630 311939 288327 3.15 24S 18.17 5426 120631 

224138 -42 234124234121232839 205533 2.67 1.70 2034 3742 1408.72 

736830 -13 750238 752437 748834 555838 233 1.72 208915338 2603.70 

842 131 10.77 225.73118075 



70 FINANCIAL^ 03) 

71 Barfs. RBted(ia) 

73 ki9L>ancfK16} 

74 life Asausneecn 
77 Other financMRT) 



-0.6 457888 4589.48 460014 313136 322 242 1635 121 34 2070. 7B 

-0.6 70S636 70BB39 7112384402.84 238 234 104918445241937 
-04 184337 1547.18 185138 145087 4.70 238 012 7535 148335 

-02 5119.17 5080.19 5109.79 353635 335 234 100812130 223136 
-03 330821390038 3390.67 265531 336 1.98 1830 7443 197130 
-03197834 193003 1985.17108012 333 133 2019 3738 127078 


18.10 WghMayLBwMay 


rwna 126074 +0,1 128337 126130 125734 1245-7: a as 131 sa yi 28-00 137828 

ESSSMSB. — II 128837 +03126071 126004 1261 X 126139 339 131 3438 2831 1382.46 

FTSE AIM 1022.1 10224 10203 10213 - 133 073 BOOW 439 93732 

■ Houriy mo vements 

Open 930 1030 1130 i&QO 1330 1430 1530 10,10 HjflhMayLaw/fey 

FTSE 100 4881.9 49S74 4861.1 4962.8 48303 49453 4S394 48313 49400 49813 48313 

FTSE 250 4679.6 4685.4 46808 4681.7 46703 4674.7 40733 4672.1 40701 46853 40713 

FTSE350 23904 ^4.3 2381.6 23822 23827 2384.7 ^702 S S OT93 

FTBE SrrOfCap 2279.03 227004 2279.77 2280.34 227930 228038 227084 22T0.A4 228047 ^833 

FTSE Afl-8h arf 2344J7 233936 233740 2337.99 232939 2331.14 232000 g aW _ Q 5 2332.13 2344.64 232091 

Tme e» Free ICO Day%hlBh! aas AM Itetr% laa: FU FTSE 100 1837 Hter B08M LM HlWHinn 

Time ol FTSE Afl^ Dayanvu das AM Day* tan 3*. PM. FTSE 
Further in tar na tion Is auaBdxe on htqr//www.ftBQxom 
O FTSE I n ta ma to ia i Umawd 1997. All Hghta reserved. *FT-SE* and “Fooide* him 
trade maite iri ite U«tan Slack E*diange md The Financial Umars am are • 
used by FTSE Wenwttanol uider Beenee. 

t Sector P/E ratios yaalw lhan 80 and net Govern Qraaier than 30 are not aheiwi. — - 

5 Values are negative. Mathis Inspirations (FTSE Fled^ng). — w— 
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WEDNESDAY SEPTEMBER 10 1997 


Highs & Lows shown on a 52 week basis 


WORLD STOCK MARKETS 
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Bears see parallels with 1987 and 1929 


WORLD OVERVIEW 


The bears are lining up in 
the US. writes Philip Coggan. 
Last week. Merrill Lynch 
warned of a 20-25 per cent 
fail in the Dow next year. 
Another pessimist to emerge 
is David Shulman, the strate- 
gist at Salomon Brothers in 
New York, who is proclaim- 
ing that ‘‘a global correction 
in stock prices is under way. 
Instead of going up. stock 
prices are still off their highs 
almost everywhere and, 
except for in Asia, compla- 
cency still reigns supreme". 

“Stock prices are acting in 
much the same way they 
acted when both the 1987 


and 1929 blow-offs came to 
an end," Mr Shulman adds, 
“and in an eerie parallel, it 
is happening once again in 
late summer. Although we 
do not believe that we are on 
the brink of a structural 
bear market or a quick 40 
per cent decline in stock 
prices, the valuation data 
clearly indicates that a peak- 
to- trough decline on the 
order of 20 per cent Is not 
out of the question." 

There was little sign of a 
blow-off in the US yesterday, 
with the Dow Jones Indus- 
trial Average barely chan ged 
by the time most European 
markets closed. A sharp 
decline on Wall Street 


Dow ignores 
bonds with 
small gain 


AMERICAS 


US stocks improved 
modestly In light morning 
trading with most indices 
gaining ground in spite of a 
rise for bond yields, writes 
John Labate in New York. 

By early afternoon the 
Dow Jones Industrial Aver- 
age had gained 28.35 at 
7,863.53. The broader Stan- 
dard & Poor's index rose &26 
at 934.46. Smaller stock 
issues continued rising. The 
Nasdaq composite gained 8j6 
at 3653.95 while the Russell 
2000 index of small company 
stocks gained less than one 
point at 436.61. 

“The market has been 
meandering all morning," 
said Michael Clark, head of 
US equity trading at Credit 
Suisse First Boston in New 
York. The stock market con- 
tinues to “wait for a signal 
to direct its next move, with 
the main movements coming 
from a few corporate news 
releases”, Mr Clark added. 

Treasury bond prices 
moved lower as the dollar 
weakened against the yen 
and traders showed concern 
over forthcoming figures on 
producer prices. Favourable 
new figures on US productiv- 
ity growth were largely 
ignored by bond traders, in 
spite of a weak 0.5 per cent 
rise in unit labour costs 
which was seen ' as a good 
signal for inflation. 

By early afternoon the 
30-year Treasury bond had 
dipped h at 96%. to lift yield 
to 6.621 per cent 

Columbia HCA Health- 
care, the embattled hospital 
management group, 
announced that third- 
quarter earnings and reve- 
nue would be lower than 
expected. The shares sank 
$3% or more than n per cent 
at $288. 

Also falling were major 


airlines, which were among 
the sharpest risers on Mon- 
day on news of fare 
increases. Northwest Air- 
lines came off $1% at $38% 
and US Airways slid $1% at 
$36%. 

Shares in Coca-Cola gave 
back at $59£ after the 
company's announcement 
late on Monday that its chief 
executive had been admitted 
to ho6pitaL 

A buy rating from Salo- 
mon Brothers helped raise 
shares in Union Carbide, 
which gained $1% at $53£- 
Shares in computer maker 
Hewlett-Packard also rose as 
the company launched a new 
worldwide strategy and PC 
workstation products- Hew- 
lett gained at $67£. 

TORONTO moved higher 
in early trading helped by a 
rebound for gold shares and 
a good rise for index heavy- 
weight BCE. The 300 com- 
posite index was 9.22 ahead 
at 6,773.30 at the noon calcu- 
lation. 

Bouncing back bom the 
previous day's shakeout for 
the sector, gold stocks 
moved ahead across the 
board. Among the leaders, 
Barrlck put ou 25 cents to 
C$29.80 after announcing 
plans to boost production at 
lower cost mines. Placer 
Dome gained 10 cents to 
C$21.90. 

BCE rose 80 cents to 
GM0J& to set a steady pace 
among selected high-tech 
shares. Northern Telecom 
added 70 cents at C$140.90. 
Newbridge Networks stood 
out against the general 
uptrend In the sector, dip- 
ping C$L30 to C$7&25. 

Ranks were mixed. Royal 
Bank of Canada eased 5 
cents to C$65.75 and Toronto- 
Dominion Bank came off 15 
cents to C$43.00. Bank of 
Montreal added 20 cents at 
C$53.30- 


Caracas loses momentum 


The strong uptrend in 
CARACAS ran out of steam 
yesterday morning with 
shares moving lower on a 
broad front 

However, volume was 
light and traders said there 
had been no real weight of 
selling. Sentiment was 
mostly unsettled by profit- 
taking after the strong debt 
restructuring led rally of 
recent sessions. 

At midsession, the D3C 
index was off 146.77 or 1.4 


per cent at 10,399.41. 

MEXICO CITY edged 
higher in dull volume. Lower 
at the opening bell, the mar- 
ket had clawed back into 
balance by mid-morning. 
Telrnex was off 8 centavos at 
18,62 pesos. The EPC Index 
was 3.06 better at 4836.47 at 
midsession. 

SAO PAULO moved mod- 
estly lower in light volume 
bom the outset At midses- 
sion the Bovespa index was 
off 69 at 11,616. 
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would, of course, be disas- 
trous news for those govern- 
ments which are preparing 
to bolster their finances by 
further privatisations. 
France joined the queue 


VltOTH 




on Monday by announcing 
plans to sell off a third of 
France Telecom, involving 
an Ffr40bn offer. Throw in 
the sale of Italy’s remaining 
tranche of Telecom Italia 


and the third phase of Portu- 
gal Telecom's privatisation 
and one has to wonder 
whether there is sufficient 
appetite out there for tele- 
coms stocks. 

The good news for hard-up 
governments is that there 
are several sources of 
demand. In some cases, this 
comes bom strategic alli- 
ances, such as Deutsche 
Telekom with France Tele- 
com, or a range of buyers, 
including Brazil's Telebras. 
for Portugal Telecom. 

The second source of inter- 
est comes from the domestic 
institutions who. as with the 
building society flotations In 
the UK, are amply forced to 


buy stakes because of the' 
heavy weighting ctf such 
stocks in their domestic 
index, / 

Last, .but by. no 'means 
least, comes the retail inves- 
tor, who leaped in to support 
the Deutsche Telekom float 
last year. James Ross, head 
of telecoms research at ABN- 
Amro Hoare Goveft, says:' 
"Everyone was convinced 
last year Deutsche Telekom 
was going to be the stock, 
that broke the market But it 
wasn't The discovery of the 
late 1990s is that you don’t, 
seed international investors. 
It is all to do with the capac- 
ity of capital markets to gen- 
erate domestic interest" 


Frankfurt slips as VW slides 


' r— 


Car makers were in the 
spotlight, not only at the 
first day of the Frankfurt 
motor show but also in the 
German equity market, 
which found itself firmly in 
reverse in late computer 
trade. The Ibis indicated Dax 
index finished 26.57 lower at 
4.10157. 

VW continued its retreat, 
down DM2380 at DMl, 166.50, 
in spite of revealing a near 
10 per cent increase in unit 
sales to 2.9m in the eight 
months to August 

BMW, however, gained 
DM34 to DM1.366 after it 
reported that customer deliv- 
eries rose 6 per cent to more 
than 820,000 units In the first 
eight months of the year. 

Daimler-Benz eased 90pfg 
to DM139.85 while Porsche 
preference shares were flat 
at DM2850. 

Hoechst rose DM2.60 to 
DM79.40 on reports that Mer- 
rill Lynch had placed a price 
target of DM117 on the stock. 

PARIS had another low 
volume session. Legrand ran 
into profit-taking after 
reporting bottom-of-the- 
range interim figures and 
banks were mixed ahead of 
today's results bom Societe 
Generate and Bancalre. The 
CAC 40 index closed off 21.17 
at 2,919.72 in volume of 7.4m 
shares. 

The restart of dealings in 
retailer Casino provided a 
busy feature with the shares 
moving rapidly into line 
with the value of the FFr340 
a share bid bom Promodes 
with a rise of Z1.7 per cent 

During an active morning 
Casino bit a peak of FFr349 
before settling back to 
FFr337.40 after Promodes 
announced that it would not 
be increasing its offer. 
Casino has rigorously 
defended itself against what 
it sees as an unwelcome 
takeover attempt. . 

Legrand added FFr280 at 
FFri,235 after what were 
widely interpreted as a solid 
set of interim results. Bouy- 
gues continued to bask in 
broker upgrades, rising 
FFrU.OO to FFr561. It also 
gained from talk that Suez- 
Lyonnalse des Eaux was set 
to take a stake in offehoot 
Bouygues Telecom, as well 
as solid earnings from the 
separately quoted Bouygues 
Offshore. 

Banks were generally dulL 
SocGen edged up FFrLOO to 
FFr787 and Bancaire FFr4.00 
to FFr741. BNP lost FFr4.00 
to FF r288. 

AMSTERDAM had a dull 
day but ELM stood out like a 
wind sock, rising strongly on 
the back of the rise for US 
air fares. Shares in the air- 
line ended GO cents higher at 
FI 7380 after reaching an 
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intra-day peak of FI 748Q on 
the news that US air fares 
were to go up around 5 per 
cent across the board. 

fleineken continued to 
wilt ahead of Friday’s 
Interim statement, dipping 
FI 2.00 to FI 317 and drinks 
and foods leader Bols Wessa- 
nen lost 90 cents' to FI 34.40 
in spite of solid interims. 
The AEX index closed 1181 
lower at 89389. 

Among smaller caps, Ven- 
dex surged FI 3.10 to FI 11080 
after strong six-month 
results. The group’s sepa- 
rately listed employment 
agency Vedior rose 90 cents 
to FI 50.10. 

ZURICH stayed weak as 
insecurity about farther 
developments in currencies 
and interest rates proved 
pervasive. The SMI index 
lost 608 to 5,445. L 

Cyclicals Eared better than 
other sectors because of con- 
tinuing solid demand. 

although Holderbank. SFr20 
lower at SFrl,3lO, was 
weighed down by a first-half 
below market expectations. 

ABB, hit in recait sessions 
by uncertainty ova: its part 
in the Malaysian Bakun dam 
project, rebounded from a 
day's low of SFr2J32 to close 
SFr4 higher at SFr24.67. 

Among second-line cycli- 
cals, Schindler and MIkron 
benefited from the release of 
positive first half results. 
Schindler rose SFr55 to 
SFrl,944 and MIkron was up 
SFrll at SF1255. 

Chemicals and pharmaceu- 
ticals bore the brunt of the 
weaker dollar. Roche certifi- 
cates lost SFr210 to SFrl3 JL80 
and Novartis fell SFr35 to 
SFr2,199. 

Renewed fears of rising 
interest rates were behind 
weak financials. UBS lost 
SFriO to SFrl,507, SBC fell 
SFrl to SFr366-SQ, and CS 
Group fell SFrl.75 to 
SFT180.50. SMH rose SFr9 to 
SFr883 as it recouped some 
of its underperfonnance ear- 
lier this year. 

MILAN followed neigh- 
bouring markets lower and 
the real-time Mi b tel index 
lost 66 at 14,677. 


SttOttamnsE 


China shares rise in Hong Kong 


ASIA PACIFIC 


The steadier tone in most 
regional markets and a fur- 
ther strong rebound in Chi- 
na-backed shares sent HONG 
KONG higher and the Hang 
Seng index closed 1903.7 or 
1.3 per cent higher at 
14896.66. Turnover picked 
up to HK$248bn. 

Analysts again noted that 
China's 15th Party Congress, 
which begins on Friday, was 
expected to bring in mea- 
sures to restructure state- 
owned companies and ease 
credit, which would provide 
support to the market as a 
whole. 

The H-share Index surged 

10.1 per cent to 1,415.77 and 

the red-chip index jumped 
8.9 per cent to 3.967.68. 
Added to Monday's advance 
the indices had recouped 
most of their 16 and 13 per 
cent losses last week. 

China Resources surged 
HKS3 or 9.3 per cent to 
HK$3580 as some funds 
accumulated the stock ahead 
of the trading debut of red- 
chip index futures on Friday. 

TOKYO was helped ahead 
by a modest rebound in con- 
struction stocks in thin trad- 
ing, writes Given Robinson. 

The Nikkei 225 rose 62.11 


to 18,69587 after moving 
between 18,513.55 and 
18,73287. 

Investors appeared reluc- 
tant to build new positions 
ahead of Friday’s settlement 
of September Nikkei futures 
and options. In the after- 
noon. leading exporters were 
hit by the dollar’s decline 
against the yen. However, 
domestic pension funds 
pushed the 225 index slightly 
higher toward the end of the 
day, on bargain hunting 
among contractors and 
selected issues. 

Volume rose to an esti- 
mated 314m shares from 
305m shares. Declines led 
advances 539 to 474 with 220 
unchanged. The Topix index 
of all first-section stocks 
gained 0.61 to 1.44181 and 
the capital-weighted Nikkei 
300 was up 0.53 at 28LG2. 

In London, the ISErNikkei 
50 index fell 2.78 to 1803-49. 

Contractors rebounded 
after recent declines. Sato 
Kogyo, the day’s most active 
issue, rose Y18 to Y137 and 
Daisue Construction Y21 to 
Y146. Leading exporters 
mostly retreated on concerns 
about the direction of yen- 
dollar exchange rates. Sony 
fell Y100 to Y1L400, Nikon 
Y8Q to Y181Q and Honda Y10 


to Y3800- Toyota, however, 
gained Y1Q to Y3830. 

Pharmaceutical issues also 
gained. Sankyo rose Y20 to 
Y3870 and Takeda Chemical 
Industries Y40 to Y3.510. 
Among brokers, Nomura 
Securities fell Y10 to Y18S0. 

In Osaka, the OSE average 
edged up 4.19 to 19,560.67 in 
volu me of 137.7m shares. 

TAIPEI lost ground for the 
second day running but 
there were clear signs of bar- 
gain hunting in late trading. 
The weighted index closed 
6983 lower at 6,07986 having 
touched a low for the session 
or 9,002.77. 

Electronics stocks contin- 
ued to slip, but brokers said 
selling pressure bad abated. 
Taiwan Semiconductor came 
off TJ2.5 to TS1478 in spite 
of upbeat sales news. United 
Micro shed T$5 to T$108. 
Acer rebounded T$2 to 
T$688. 

SYDNEY moved ahead in 
futures-linked trading. Hie 
All Ordinaries index added 
188 points to close just short 
of tiie session high at 2,6748. 

Resource stocks and banks 
were In demand. Rio Till to 
gained 30 cents to A$20.47 
and BHP 21 cents to A$1728. 
Commonwealth Bank added 
25 cents at A$1585 and ANZ 


15 cents to AS10.14. Media 
leader Seven Network 
advanced 21 cents to AS5.70 
following a strong results 
statement 

KUALA LUMPUR contin- 
ued to rebound as local 
retail investors provided a 
strong follow-through after 
the recent institution-led 
gains. The composite index 
closed 984 higher at 888.75, 
off an earlier peak of 90089. 

Analysts noted that for- 
eign fund managers had 
been tentatively buying 
Malaysian stocks over the 
last few days. They were, 
however, said to be awaiting 
a speech today in which the 
deputy prime minister, 
Anwar Ibrahim, was expec- 
ted to outline measures to 
curb Malaysia's current 
account deficit, which cur- 
rently stands at around 5 per 
cent of GNP. 

SINGAPORE firmed as the 
market was carried along by 
the renewed wave of opti- 
mism in other regional mar-, 
kets. The Straits Times 
Industrial index finished 
2785 higher at 181988. 

KARACHI picked op 2.3 
per cent as PTCL and Hub 
Power rose on short cover- 
ing. The KSE-100 index rose 
40.29 to 182680. 


I Unfed «7. M itffe mm* 

Olivetti gave back some of 
Monday's 188 per cent surge 
which followed news ctf the 
strategic partnership with 
Mannesmann. The shares 
lost L57.1 to L860.4. 

Banco Ambrosiano Veneto 
rose L355 at L10.942 after the 
bank announced a gain of 42 
per cent in interim earnings. 
HPI rose L408 to 1810.9 after 
the holding company a>M it 
may acquire Valentino 
Group, the ^tething designer. 

HELSINKI edged lower 
with index heavyweight 
Nokia giving up FMk7.00 to 
FMk452. Lifts group Kone 
jumped FMfc40-00 to FMk68 
following strong results from 
Swiss direct competitor 
Schindler. The. Hex index 
dipped 985 to 3,442.70. 

ATHENS pushed another 
78 per cent higher in the 
first half hour of trading,. 


taking the index to a record 
Intraday high before profit- 

taking emerged to trim the 

advance. The Athens general 
index, up 7.9 per cent 1 on 
Monday, .-finished 24.82 
higher at 1.68&4L Turnover 
of Dr66bn was the highest 
this year. .- 

Mr George Soulis at Olym- 
pic Securities forecast'. that 
the market was likely to 
remain volatile in coming 
sessions as the index sought, 
out a. ne w tra ding range 

TEL AVIV climbed 2.1 per 
cent following the gen era- 
meat's approval of the 1998 
draft budget The Mish tanim 
index gained 5,86 to 282.41 in 
low turnover of Shki35m. 
The 'draft budget, which' 
includes SHfcLSbn in spend- 
ing cuts, stiff faces hurdles 
before adoption. 

Written and edited by Michael 
Morgan and Jeffrey Brown " . .. 

SOUTH AFRICA 

Downside pressure from the 
futures pits pushed shares 
In Johannesburg lower and 
the affshare index dosed off 
398 at 78538. 

Brokers said favourable 
producer price figures for 
JTuly helped restore some 
confidence in foe cash mar- 
ket but it was not enough to 
offset the futures selling. 
Industrials shed 70.4 to 
88768 and the golds index 
lost 118 at 981.4. 


EMERGiNG MARKET FOCUS 


Ramos pledge 
boosts Manila 


The Philippine stock 
market rebounded sharply 
yesterday, p* tnin F 58 per 
cent on reassurances from 
President Fidel Ramos that 
he -was against extending 
his term in office. 

■ The statement from, the 
president - released late In 
Monday’s trading - 
together with- lower Inter- 
est rates and a steadier 
peso, helped calm .inves- 
tors' nerves and lifted the 
composite index 122.3 to 
close at 28388. reversing a 
slide which blocked 18.4 
per off thw market in 
the last week of August. 

In recent days, the politi- 
cal temperature in Manila 
has risen sharply, with 
stinging attacks on the 
Ban jos administration from 
business, the opposition, 
the powerful Catholic 
church and much of the 
press. They have accused 
the president of conspiring 
to remain in office through 
constitutional amendments, 
lifting term limits on 
elected officials. 

“The fact that it took a 
declaration from the presi- 
dent that there will defi- 
nitely be national elections 
next May and. that he will 
not impose martial law to 
generate this rally is a 
clear s i g n of just how bear- 
ish sentiment bas become 
during this regional tur- 
moil,"' said Rosanna Escu- 
dero, investment analyst at 
Market Capital & Securi- 
ties. “2 think these gains 
will be short-lived, how- 
ever.” 

The central bank's room 
for manoeuvre has been 
sorely tested by events in 
the region. Id an attempt to 
stifle pressure on. the peso, 
the b ank increased com- 
mercial banks’ liquidity 
reserve requirements from 
5 to 8 per cent two weeks 
ago.. The tight squeeze on 
liquidity, however, led to 
surging interest rates and 
warnings from the business 
community that these 
would trigger a more , pro- 
nounced slowdown. The 
subsequent abrupt U-turn 
from the central bank 
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reinforced fears that eco- 
nomic policymakers were 
drifting without direction. 

The peso steadied yester- 
day to close at 3L3 pesos to 
the dollar, 19 per cent down 
on its level before the cen- 
tral bank surrendered to 
speculators in July. ‘But 
analysts warned . that 
uncertainty over the direc- 
tion of the currency, amid 
turbulence on regio n a l for- 
eign exchange markets, 
was far from settled. 

Good news for investors 
vine become increasingly 
thin on the ground, with 
signs of an economic slow- 
down already emerging 
before the speculative 
maainit on south-east Asian 
currencies which was trig- 
gered with Thailand’s 
“managed float” of the.baht 
in July. 

“I think people are being 
over-optimistic in this 
rally,” said Mr Chris Hunt, 
head of research at Indo- 
suez W. L Carr Securities in 
Manila. “We would expect 
the market to remain unex- 
citing for now, given the 
<*gmfng tt downgrades and a 
general slowdown of the 
economy. We are now 
looking at earnings growth 
of 15 per cent this year, 
compared with 33 per cent 
in 1996." 

On that basis, the market 
is now trading on a pro- 
spective price/earnings 
ratio, based on 1998 earn- 
ings, of 108 times. 

Justin Marozzi 
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INVITE YOU TO 


STEAL A DEAL! 

AT TAMARIND COURT 
BUTLERS WHARF 



Video entry system* 
Secure parking available! 
NHBC warranty 
Luxury kitchens & 
bathrooms 


* System is rented and form part of tbe 
service charge 
t At additional cost 


1 Superb shops & restauranl 
at Butlers Wharf 
1 Jubilee Line extension at 
London Bridge and 
Bermonsey (estimated 
opening 1998) 

Tftnartnd Coott preferred name on tv 


LUXURY WAREHOUSE APARTMENTS 


OPENING WEEKEND 

10.30am-5pm SAT 13th & SUN 14th SEPT 1997 

Fur convenience. Independent Financial Advisors and Solicitors 
J^jjjgjn attendance daring the Open Weekend 


THr L r?Dn^ F J f C f & SH0 ' V SUITE OPEN 7 DAYS 10a.m-5.30pm 
THE CARDAMOM BUILDING, 31 SHAD THAMES, LONDON SE1 

©TEL: 0171 378 0474 © 

GALLIARD NATIONAL ENQUIRIES FREEFONE: 0800 54 56 31 















EUROPEAN OIL INDUSTRY 
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New field developments continue to prosper 
despite technical problems and sensitive 
environmental dilemmas, reports Robert Corzine 

Technology fuels 
booming output 


North Sea Oil Production 

Barrwta par day (million) 


Proved reserves 

Europe 

Bares j>&cn) 


T he European petro- 
leum industry is in 
the midst of a renais- 
sance. The oil producing cen- 
tres of Aberdeen in Scotland 
and Stavanger in Norway 
are booming on the bach of a 
surge of new field develop- 
ments that will propel both 
countries to new production 
peaks around the end of the 
decade. 

"Anyone who can get up 
in the morning could get a 
job here," said one industry 
executive in Stavanger 
recently. 

Norway, which is now the 
world's second largest oil 
exporter behind Saudi 
Arabia, is expected to move 
from around 3.4m barrels a 
day this year to a new pro- 
duction peak of more than 
3.7m b/d by around 2000. 
Natural gas production will 
double by 2005. On output 
from the. UK continental 
shelf is expected to reach a 
new peak oT 2.65m b/d this 
year, while gas production is 
also on the increase. 

Output Is even growing in 
Europe's smaller producing 
countries such as Denmark, 
while the Netherlands 
should manage to maintain 
its present output Produc- 
tion Is also on the rise in 
southern Italy, where techni- 
cal advances could unlock 
huge oil reserves in the 
southern Apennines and the 
Adriatic. And there is grow- 
ing activity In Europe's main 
frontier exploration area in 
the deep water along the 
edge of the Atlantic Ocean. 
Some explorers think that 
the Atlantic margin that 


stretches from the Barents 
Sea in northern Norway 
down to the Faroe Islands, 
the UK and Ireland may 
eventually prove to be as 
prolific as the deep water off 
west Africa, where giant 
fields are being discovered. 

The present boom has not 
been without its problems, 
however. A shortage of 
skilled staff and high utilisa- 
tion rates in the fabrication 
and oil service sectors has 
led to numerous field delays. 
Many fabrication companies 
are also worried about an 
increasingly ageing work- 
force and the industry's 
inability so far to attract 
many young people. 

The new technology that 
is the main driving force 
behind the increasing pro- 
duction profile of Europe's 
two biggest oil producers is 
also proving to be more trou- 
blesome than many in the 
industry' expected. 

The technical problems 
have been particularly evi- 
dent in the frontier deep 
water areas which are the 
focus of growing industry 
activity. The Foinaven field 
being developed by British 
Petroleum on the edge of the 
Atlantic Ocean west of the 
Shetland Islands is more 
than a year late in coming 
onstream, and there is still 
no firm start-up date. The 
mainly ship-based floating 
production systems such as 
that used at Foinaven prom- 
ise big cost savings over con- 
ventional fixed platforms. 
They are also seen as one of 
the main ways in which the 
smaller fields which have 


only a marginal economic 
value can be developed to 
ensure that Europe's oil 
resources are exploited effi- 
ciently. But quality prob- 
lems have dogged their 
development. 

But such problems are 
likely to be overcome and 
the pace at which new oil 
technology is being applied 
In western Europe shows no 
signs of slowing. The Wytch 
Farm oil field near Poole in 
Dorset is the biggest onshore 
field in the UK and perhaps 
the most environmentally 
sensitive of any in western 
Europe. Engineers there 
bold numerous world 
records for drilling the hori- 
zontal wells that arc a big 
factor in increasing recovery 
rates from individual fields 
and which allow oil develop- 
ments to take place near 
built-up or environmental ly- 
sensitive areas. A few years 
ago they struggled to drill 
wells aimed at reservoirs 
more than three or four kilo- 
metres from the well site. 
Now they are drilling a 10km 
well and believe 15km is 
technically possible. 

Overall reserve recovery 
rates are likely to become a 
big issue in coming years. 
Although some giant fields 
arc being found in Europe's 
frontier areas, the average 
size of discoveries has been 
frilling, steadily. For a pro- 
ducer the size of Norway a 
one percentage point 
increase in overall recovery 
rates can be equivalent to a 
big discovery. Technology 
such as horizontal drilling 
may result in recovery rates 
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dramatically higher than 
those seen so far. 

Norwegian officials are 
hopeftil that the overall rate 
will rise from around 41 per 
cent currently to 50 per cent 
over the next few years. 
Some fields, such as the 
giant Statfjord that straddles 
the demarcation line 
between the UK and Nor- 
way. may achieve a recovery 
rate os high as 70 per cent. 
Similar rates may also be 
possible at some UK fields. 
But such high recovery rates 
come with a sting in their 


tail. Normally oil companies 
can manage with confidence 
the decline of a field over a 
number of years. But with 
high recovery rates the end 
can come suddenly, posing a 
new planning problem for 
companies and governments 
alike. 

Boosting overall oil recov- 
ery rates also requires more 
energy in the form of water 
or gas injection into the res- 
ervoirs. And that has envi- 
ronmental implications 
which are worrying the big 
producers. The occupation of 


TAX ENVIRONMENT • by Robert Corzine 


Review to focus on tax rates 
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Has the fiscal 
regime tilted the 
balance too far in 
favour of 
companies? 

Norway and Britain, western 
Europe’s largest oil produc- 
ers, have taken steps in 
recent years to maintain 
international interest in 
their oil sectors at a time of 
unprecedented opportunities 
to invest elsewhere. But the 
strong financial performance 
of many individual oil com- 
panies over the past few 
years and the relative 
robustness of oil prices have 
caused some observers to 
speculate as to whether 
countries have tilted too far 
in favour of the companies. 
Some suggest that govera- 
- ments may soon try to 
redress the balance through 
highar taxation or royalties. 

The announcement in July 
that the UK government was 
to review the fiscal regime 
for the offshore industry 
reinforced that view. Some 
industry executives said it 
would be difficult to argue 
a gains t any change if oil 
prices remained at around 
the $20 a barrel range that 
was the average in 1996. 

Mr John Battle, the UK 
energy minister, says the 
intent of the review, which 
is >wng led by the Inland 
Revenue with support from 
the Treasury and Depart- 
ment of Trade and Industry, 
is to determine whether the 
government is getting a “fair 
return” from the sector. “We 
are not trying to drive 
people out of the industry," 
he says. 

The review will focus on 
the petroleum revenue tax 
and corporate tax rates for 
the industry. International 
comparisons show the UK to 



Britain's John Battle and Norway's Ranvaig Froflamt taxation is likely to be an Issue 


be among the most attrac- 
tive countries for Interna- 
tional oil investment 
because of its -tax regime, 
which for new fields is' con- 
fined mainly to the corpora- 
tion tax rate. Mr Battle says 
there will be no "shock" 
taxes as a result of the 
review, elements of which 
could appear in the budget 
due next March. 

“We are keen to see stabil- 
ity," be said. “We want to 
see additional investment in 
what is a risky business.” 

Some oD industry execu- 
tives fear that the Labour 
.government might come to 
view the offshore sector as a 
potential cash row that can 
be used to help fund ambi- 
tious social reforms. Mr Bat- 
tle, however, does not sense 
that there is a groundswell 
of public support for such a 
view. "The public perception 
of the industry is that we've 
had the oil and that the 
money has run out," he says. 
“People don't see a big cash 
cow oftehore to be milked.’’ 

Mr Battle appears to have 
accepted industry arguments 


that the offshore industry 
plays a much wider role in 
the economy than the public 
generally realises. About 
300,000 people are employed 
directly and indirectly by 
the sector, which accounts 
for about a fifth of total UK 
industrial investment. The 
oil industry also supports a 
big supply and service indus- 
try which, although it has 
about 70 per cent of the UK 
offshore market, has a rela- 
tively small share of the 
international market. 

He also belives that techni- 
cal and managerial innova- 
tions in the offehore sector, 
such as the alliances that 
have become commonplace, 
could be applied more widely 
in British industry. 

The Norwegian govern- 
ment faces a different fiscal 
issue. With a 78 per cent 
effective tax rate, it is about 
to enjoy an embarrassment 
of riches as a result of a 
surge in oil and gas produc- 
tion over the next few years. 
But many international com- 
panies still believe the 
domestic politics of the off- 


shore sector to be a deter- 
rent to investment in the 
country. Mrs Ranveig Fro- 
iland. the energy minister, 
says the present government 
has tried to give clear sig- 
nals to the industry. 

Although Norway does not 
intend to launch another 
exploration round until 2000, 
it will offer more blocks 
close to existing fields as a 
way to ,ensure that the off- 
shore resources are devel- 
oped in the most cost-effec- 
tive manner. “It will be a 
good basis for long-term 
planning by the companies.” 

Mrs Frail and also rejects 
suggestions that the Oslo 
government continues to 
favour the three Norwegian 
oil companies over interna- 
tional competitors. “Statoil. 
the national oil company, 
competes on the same basis 
as the other companies in 
Norway.” 

In the I5th exploration 
round launched last year 
Norway also addressed a 
number of issues that had 
been worrying international 
oil companies. The direct 


a drilling ng off Scotland in 
August by environmental 
activists from Greenpeace 
did not capture the public's 
attention m the same way 
than Greenpeace's campaign 
in 1995 to stop the dumping 
In the Atlantic of the obso- 
lete Brent Spar oil storage 
installation. But producers 
are increasingly aware that 
they could come under 
renewed pressure to tighten 
environmental regulations 
further. 

Oil industry executives 
and the government of Nor- 


way and the UK in particu- 
lar worry that any interna- 
tional move to make big cuts 
in the emissions of carbon 
dioxide and other green- 
house gases could have a 
dramatic impact on their off- 
shore industries. 

Norwegian environmental 
regulations are among the 
strictest in the world and 
Officials point with pride to 
statistics to show that there 
are nine times less emissions 
per unit of Norwegian gas 
production than that from 
Russia, its main competitor 


in the west European gas 
export market. But they 
have begun an urgent 
research programme to see 
whether new technology can 
be developed that could 
allow for substantial reduc- 
tions in emissions without 
imposing too harsh an eco- 
nomic burden. Conventional 
technology is simply too 
expensive, they say. 

Environmental issues 
could also hamper explora- 
tion in western Europe’s 
most promising new oil 
regions. Greenpeace is cam- 
paigning for a halt to further 
exploration along the Atlan- 
tic margin. Although they 
point to the environmental 
sensitivity of the frontier 
areas, their main argument 
is that the oil companies 
should be investing in devel- 
opment of renewable energy 
sources rather than in oil 
exploration that would 
extend the hydrocarbon era 
and result in even more 
greenhouse gases being 
released into the atmo- 
sphere. 

The industry response to 
the challenge by the envi- 
ronmentalists has been 
mixed. Some of Europe's big- 
gest oil companies, such as 
British Petroleum and Stat- 
oU of Norway, have tried to 
position themselves as being 
the most progressive in 
terms of environmental pol- 
icy. Royal Dutch /Shell, still 
recovering from the Brent 
Spar incident, has also 
adopted a much higher envi- 
ronmental profile, with 
promises of regular auditing 
of its activities. But Europe's 
upstream oil industry as a 
whole still suffers from a 
public perception that it is 
resisting changes tha t might 
improve the environment. 

There is little doubt that 
Europe's oil industry has the 
technology and the finance 
to more than ensure its sur- 
vival well into the 21st cen- 
tury. But unless it takes 
steps to improve Its reputa- 
tion it may not find the polit- 
ical and public support it 
will need in order to thrive. 


NORWAY • by Robert Corzine 


state participation was 
reduced and companies were 
able to take bigger stakes in 
individual projects. Reforms 
were also made in the Bar- 
ents Sea licensing regime 
that allows companies to 
confine their early explora- 
tion to seismic surveys, 
rather than having to drill 
expensive and risky wells. 

Although the offshore 
industry is heavily taxed in 
Norway, many foreign com- 
panies say they still find the 
sector profitable. "You can 
be profitable here," says a 
senior executive from one 
US oil company, “but you 
won't be extraordinarily 
profitable. The Norwegians 
ensure that you get a regu- 
lar, steady rate of return of 
16-25 per cent" 

But what would be the 
impact on the sector be of a 
hung parliament which 
many Norwegian political 
observers believe may be the 
result of the September 15 
elections? Mrs Froiland says 
there should be a minimal 
impact on the oil sector. 
“The majority of politicians 
support the current produc- 
tion policy," she says. 

Domestic politics is also 
affecting their views on one 
of the biggest political chal- 
lenges to the offshore indus- 
try this decade: the Euro- 
pean Union gas directive 
aimed at liberalising West- 
ern Europe’s monopoly -dom- 
inated gas industry. 

Britain, at the forefront of 
gas liberalisation, is keen to 
see a directive that will 
begin to open the broader 
European industry. 

His Norwegian counter- 
part is less enthusiastic and 
points to the benefits of the 
present system of long-term 
contracts underpinning the 
big capital investments 
needed to develop remote 
offshore gas fields. 


Mature approach by 
leading producer 


Despite offshore 
project delays, 
output looks set 
to hit a new peak 
around 2000 

Over the next few years 
Norway's petroleum sector 
will consolidate its status as 
western Europe's leading 
producer of oil and natural 
gas. 

Official projections show 
crude oil production rising 
from an average of around 
3.4im-3J>m barrels a day in 
1997 to a new peak of about 
3.7m b/d around 2000. 
although officials at the 
petroleum ministry and the 
petroleum directorate, the 
government’s technical 
adviser, say a modest 
upward revision of the fore- 
cast is likely. 

Officials also believe the 
peak could be extended 
beyond 2002. At the same 
time Norwegian gas produc- 
tion is due to double to 
around SObn cubic meters a 
year by 2004. 

The present focus on the 
expansion of the industry is 
one reason why Norway has 
decided not to launch 
another exploration round 
until 2000 for acreage off 
mid-Norway, according to 
officials. But there will be 
“infrastructure rounds" over 
the next few years to ensure 
that Norway's offshore 
resources are tapped in the 
most efficient way. Compa- 
nies will be able to ask for 
blocks close to existing fields 
in order to take advantage of 
pipelines and platforms. 

It is the combination of 
"mature exploration" and 
extracting greater amounts 
of oil from existing reser- 


voirs that will lift overall 
production to a new peak. 

Norwegian officials say 
every percentage point 
increase in the overall recov- 
ery rate is equivalent to a 
major new discovery. Aver- 
age recovery rates are 
around 41 per cent. But Nor- 
wegian officials hope they 
can be bumped up to 50 per 
cent by around 2000. Recov- 
ery' rates at some fields, such 
as the giant Statfjord, could 
go as high as 70 per cent. 

In common with the UK, 
Norway's offshore industry 
has been beset with numer- 
ous project delays over the 
past year or so. Officials at 
the Petroleum Directorate in 
Stavanger say some esti- 
mates of potential cost 
savings have been “too 
ambitious". The high activ- 
ity level in the offshore sec- 
tor as a whole has also 
stretched the supply and ser- 
vice industry, which is oper- 
ating at full capacity. 

In addition projects based 
on tbe increasingly popular 
floating production systems 
have proved troublesome in 
the start-up phase. The offi- 
cials say some of the floating 
systems that were built on 
speculation have proved to 
ill-suited to the demand- 
ing conditions off Norway. 

Greater use of gas injec- 
tion to help lift the oil out is 
one of the main elements of 
Norway's strategy. Experts 
at the Petroleum Directorate 
are looking into flooding 10 
of Norway's biggest Fields 
with massive amounts of gas 
to help extract additional oil. 
“Gas-based methods play a 
major role in our plans.” 
says Mr Gannar Berge, 
director genera] at the Petro- 
leum Directorate. 

But that will require 


agreement with the operat- 
ing companies on how to 
make sufficient gas avail- 
able. Most companies want 
their gas to be included in 
export sales contracts. Offi- 
cials are working on a plan 
that will include incentives 
for them to “rent" gas to oil 
fields. “We must give them 
incentives," says Rolf Gim- 
nar Andresen at the Petro- 
leum Directorate. “And they 
should also not be excluded 
from receiving an allocation 
for the export market." 

Tbe surge in gas produc- 
tion has environmental 
implications, however. In a 
country which sees itself as 
a world leader in progressive 
environmental policies, the 
issue of increased emissions 
of carbon dioxide and other 
greenhouse gases as a result 
of increasing gas production 
is contentious. “If we realise 
the 50 per cent recovery rate 
for oil that means putting 
more energy into the reser- 
voirs." says Mr Berge. 

The scale of the gas expan- 
sion is highlighted by the 
fact that in 2005 Norway will 
be re-injecting more gas 
than it is presently export- 
ing. In addition gas exports 
will double to 80bn cubic 
metres a year. “The COZ 
issue is critical," says Tore 
Sandvold, tbe director gen- 
eral at the Ministry of Petro- 
leum and Energy in Oslo. 

The offshore industry 
accounts for a quarter of 
Norway's total C02 emis- 
sions. Although emissions 
per unit of oil produced have 
fallen by eight per cent, the 
overall emissions will 
increase substantially over 
the next few years because 
of the greater output. 

Continued on page 2 
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UK PRODUCTION • by Meg Chesshyre 


On target to 


THE NETHERLANDS, GERMANY AND DENMARK • by Meg Leitch 


peak again 


Fiscal terms and 
new contracting 
strategies will 
determine new 
development 


Oil production in the UK for 
the first sis months of 1997 
was 1.5 per cent down on the 
same period last year, but is 
forecast to rise during the 
second half of 1997, when 13 
new fields are due on 
stream. Analyst Wood Mac- 
kenzie reports that UK oil 
production averaged 2.5m 
barrels per day <b/dj in the 

first half of 1997, compared 
with 2.54m b/d for the same 
period in 1996. The combined 
output from the develop- 
ments is expected to average 
183.000 b/d through the sec- 
ond half of 1997. 

Wood Mackenzie have 
forecast a second half aver- 
age UK production figure of 
2.8m b/d (including 107.000 
b/d of onshore output), giv- 
ing a figure for the full year 
of 2.65m b/d. This represents 
an Increase of 80,000 b/d over 
1996 and, if realised, would 
represent a new UK peak 
output outperforming the 
1985 record of 2.62m b/d. 

The new fields Include 
four floating production, 
storage and offloading 
fFPSO), five subsea and two 
fixed platform developments 
(one of which will be a high 
pressure/high temperature 
prqject, the first of its kind 
on the United Kingdom Con- 
tinental Shelf (UKCS). Four 
fields came on stream in 
August - three based on 
FPSOs. the fourth a subsea 
tieback to an existing plat- 
form. Amerada Hess’ Daunt- 
less and Durward fields are 
being produced in parallel, 
using the Bluewater (UK- 
owned) FPSO Glas Dowr. 

Although the fields were 
due on stream by the end of 
the first quarter of this year, 
they have nevertheless still 
achieved start-up 12 months 
after approval for Dauntless 
and 16 for Durward. 

The North Sea Production 
Company, a joint venture of 


Odebrecht-SLP and Maersk, 
initially set an ambitious 
target of first ail from Con- 
oco's MacCulloch field, 
involving the conversion of a 
former products carrier, 
renamed the North Sea Pro- 
ducer, by December 1996. 
However, all concerned con- 
sidered first oil last month a 
creditable result! 

The subsea development is 
Mobil's Katrine field, which 

is being produced through 
the subsea cluster of the 
Nevis field, itself tied back to 
the Beryl platform. 

Meanwhile, problems con- 
tinue to dog BP’s pioneering 
west of Shetland Foinaven 
field, the most recent being 
the close attention of envi- 
ronmental group Green- 
peace. A start date is not 
available, but the prcrject is 
in the vanguard of a wave of 
developments west of Shet- 
land, including BP's Schie- 
hallion field, for which an 
FPSO Is being built at Bel- 
fast's Harland & Wolff yard. 

Proven reserves in the 
Shetland area total almost 
1.500m barrels of oil equiva- 
lent to 5 per cent of total UK 
discoveries. There are also a 
number of important fields 
□earing production In the 
central North Sea. How long, 
however, can the new pro- 
duction plateau last? 

Cumulative production to 
date is 2.047m tonnes of oil 
and l.l36bn cubic metres of 
gas. while total remaining 
reserves are estimated to be 
in the range of some L060- 
5,075m tonnes of oil and 
1.290-3.795 bn cubic metres of 
gas. Whether all the remain- 
ing reserves will be devel- 
oped, however, depends on a 
combination of favourable 
fiscal terms, cost-effective 
technology, and new types of 
contracting strategies. 

Fiscal terms in the UK. 
have been considered rela- 
tively benign until now. The 
effects of the first fiscal steps 
taken by the new Labour 
government in the July Bud- 
get on exploration and devel- 
opment in the UKCS have 
recently been analysed by 
Professor Alexander Kemp 
and Linda Stephen of the 



A semt-submervlble BP rig hi Foinaven 


University of Aberdeen. 

Professor Kemp says that 
their research has shown, 
that on new fields, if all the 
exploration costs and risks 
are behind you. the tax 
regime looks quite liberal. 
However, when you consider 
the exploration and 
appraisal costs and also the 
risks (there is only a one-in- 
five, or one-in-six chance of 
making a flisrnvftry) the tax- 
able capacity is limited 
indeed. More significant in 
the long term, however, will 
be the review of the North 
Sea tax system instigated by 
Mr Gordon Brown, chancel- 
lor of the exchequer in the 
budget 

The aim of the review is to 
satisfy the government that 
there is an appropriate tax 
share of North Sea profits, 
while making sure that the 
industry remains attractive 
to investors. The review is to 
be jointly carried out by the 
Department of Trade and 
Industry, the Treasury and 
the Inland Revenue. Inter- 
ested parties have been 
invited to make written sub- 
missions by the end of the 
month. Changes are expec- 
ted to be incorporated in 
next year's March Budget. 

At the moment the effec- 
tive overall tax take on 
mature fields (levied as a 
mixture of royalties, petro- 
leum revenue tax and corpo- 
ration tax) is high at more 
than 70 per cent, while new 
fields are only charged cor- 
poration tax at 31 per cent 

It could be argued that the 
tax take is too high on 
mature fields to achieve 
m aximum economic recov- 
ery, including small satellite 
developments, but somewhat 
generous in relation to new 
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Small but significant 


Low-cost facilities 
and subsea 


systems ensure 
production levels 
are maintained 


Helds. Professor Kemp 
warns, however, that the Mr 
Brown has to be careful to 
maintain exploration to pre- 
vent the UK production pro- 
file from foiling. 

On the technology side, 
the jury is out on the way 
forward for FPSOs. Conver- 
sions have their own areas 
of difficulty, but new build- 
ings, particularly those built 
speculatively rather than 
field specific, are not neces- 
sarily problem-free. 

Further delays are expec- 
ted an the FPSO destined for 
Esso's Norwegian sector 
Balder field, following the 
discovery of sub-standard 
workmanship in areas of 
marine pipe welding and 
electrical cabling carried out 
by the original shipyard - 
PELS in Singapore. It is at 
UiE's yard on Clydeside for 
strengthening work on the 
hull and turret. 

The remaining UKCS 
reserves include many of the 
mature fields, which have 
already carried on producing 
beyond their initially proj- 
ected lives. Often, these 
mature assets have been 
bought from the original 
operators by other compa- 
nies interested in taking a 
fresh look at the fields. 
Among the new owners are 
Oryx (Murchison. Hutton, 
Ninian Lyell), or Talisman 
(Beatrice. Buchan. Clyde. 
Leven, Medwin) and Agip 
(Balmoral, Glamis, Stirling). 
The big contractors are also 
playing an ever-increasing 
role through partnerships. 
Halliburton Energy Develop- 
ment has recently been 
assigned a 25 per cent inter- 
est In the Monument-oper- 
ated block 21/28 A, which 
contains the Fyne discovery. 


Oil production from the 
Netherlands, Danish and 
German sectors of the North 
Sea currently averages 
around 290,000 barrels per 
day (some 230,000 b/d from 
Denmark. 45,000 b/d from the 
Netherlands and 13,000 b/d 
from Germany). This may 
seem insignificant in com- 
parison with the UK and 
Norway, which together are 
producing over 5m b/d. 

Nevertheless, new field 
developments over the next 
few years using low-cost 

minimum facilities mih- 
sea systems are set to boost 
production in Denmark and 
at least to maintain output 
from the Netherlands. 


The Netherlands 


Offshore oil production from 
the Netherlands reached a 
peak of over 66^00 b/d in 
September 1986 but has been 
declining ever since. 
Although a number of fi eld s 
have either reached or are 
approaching the decommis- 
sioning stage, several poten- 
tial developments are on the 
horizon. 

According to the Ministry 
of Economic Affairs, total oil 
production in 1996 fell by 
about one-fifth to a dally 
average of 45£00 b/d. Total 
output from the sector’s 11 
offchore producing fields 
declined 19 per cent to 11m 
barrels, while onshore pro- 
duction decreased 15 per 
cent to 54>m. Gas paints a 
different story, however, 
with offshore gas production 
in 1996 Plimhing il 3 billion 
cubic metres (bezn) to 
89.6 ban, of which offshore 


fields accounted for 27.4 ban. 
up 2.6bcm, and onshore 
8.7 bem higher at 65L3 ban. 

Edinburgh-based oil ana , 
lyst Wood Mackenzie notes 
that current development 
activity an the Dutch Shelf 
Is characterised by East-track 
satellite tie-ins, a cost-saving 
approach enhanced by the 
drilling of extended reach 
exploration wells from exist- 
ing platforms. It says around 
21 new offshore gasfidds and 
18 onshore gasfields copld be 
developed by the end of the 
century. 

Among the fields nearin g 
the end of their economic 
life are Kotter and Logger, 
operated by Conoco, which 
are expected to cease produc- 
tion by the end of the year 
or early in 1998. The four 
platforms (two on each field) 
were put up for sale last 
year and agreement is being 
sought to decommission 
them. 

Conoco is continuing nego- 
tiations with a number of 
companies over the sale of 
the platforms, which only 
date from 1984/85, with some 
reports suggesting that Ger- 
man company RWE-DEA is 
evalnting the use of at least 
one of the platforms for its 
oil discovery in block F/2. 


Mittelplate averaging u.000 
b/d. On current forecasts. 
Schwedeneck-See should 
continue producing until 
2001. while Mittelplate may 
last to 2030. Although there 
are no further expansion 
plans for Schwedeneck See, 
which has 14 production 
wells, a seventh production 
well an Mittelplate Is due to 
be completed later this 
autumn, which should result 
in higher production. 

The most promising 
undeveloped prospect off- 
shore Germany is Winter- 
shall's A/6-B/4 gas project, 
which is now undergoing the 
approval process with the 
German authorities. A sec- 
ond heari ng is expected to 
take place in October /No- 
vember this year following a 
first hearing in May. 

Late last year Wintershall 
initig +pri the bidding process 
for design work an the proj- 
ect, which is expected to 
comprise a minimum 
manned platform with gas 
treatment and a not nor- 
mally manned well head 
facility. According to Wood- 
Mac the field is believed to 
rewrfrflin reserves of some 250 
billion cubic feet of gas. 
Engineering work Is expec- 
ted to start in 1998. 


Germany 


Denmark 


The German offshore scene 
comprises only two produc- 
ing fields - Schwedeneck- 
See and Mittelplate - both 
operated by RWE-DEA and 
both in Inshore waters. 
Schwedeneck-See. which 
came on stream in Novem- 
ber 1984. is produced by a 
concrete gravity base dril- 
ling and production platform 
and Mittelplate, which first 
produced oil in 1987, 
Involves an artificial island. 

Production this year from 
Schwedeneck-See is expected 
to average 1,700 b/d, with 


Oil and NGL production 
from the Danish sector of 
the North Sea has been clim- 
bing steadily this year, with 
10 fields now on stream. The 
Danish Energy Agency fore- 
casts output will continue to 
climb over the next two 
years, from around 243,000 
b/d in 1997 to 314,000 b/d in 
1999. Gas production is also 
on the rise, from an esti- 
mated 725 Tnitlinn cubic feet 
per day (mmsefd} in 1997 to 
795 mms efd in 1999. 

To date, Dansk Under- 
grands Consortium (DOC) 


has been the only producer 
of oil and gas In the Danish 
sector, although this is 
about to change with the 

development of the Amerada 
Hess-operated South Arne 
field and Sta toll’s Siri field. 
Stated and Maersk Oil and 
Gas are also believed to be 
pursuing the joint develop- 
ment of the Lulita field, 
expected to be formally 
approved by the Danish 
authorities shortly. 

Development of Lulita will 
involve subsea wells tied 
back to the Harald field and 
production is expected to 
start In 1998. South Arne is 

tiring developed with what 
will be Denmark's first con- 
crete platform- Taylor Wood- 
row was recently awarded a 
£45m contract for the design 
and canstruction of the grav- 
ity base structure. The 

100,000-tonne platform will 

be built at Baxmac's dry 
dock at Nigg in Northeast 
Scotland, which was re- 
opened in August 1 after a 
year-long refurbishment 
costing £7. 5m. Production 
from South Arne is planned 
to start on July 1, 1999- 

The engineering, procure- 
ment, construction and 
installation contract was 
awarded to Kvaerner this 
year. Platform and hull out- 
fitting are due to take place 
at the Kvaerner Rosenberg' 
yard in Stavanger. 

Siri. a commercially mar- 
ginal discovery, is expected 
to come on stream late In 
1998. Discussions are also 
under way over a joint devel- 
opment of the Gertfield, 
which lies in Danish waters 
and is operated by Maersk 
Oil and Gas. and the Mjoel- 
ner field, operated by Amer- 
ada Hess and located in the 
Norwegian sector. A stand- 
alone development of Mjoel- 
ner, based on an nnmannpd 
wellhead platform, is also 
under consideration. 


THE ENVIRONMENT • by Michael Peel 


Image is a new priority 


Softly-softly 
approach reflects 
increasing 
sensitivity to 
public relations 


The teeenpeace occupation 
of a mnhite oil rig chartered 
to British Petroleum had 
just entered its second week 
when the oil company 
offered to take journalists 
stock on board the pressure 
group's ship back to the 
mainland. 

BP's man aboard the rig 
had just one question for the 
five reporters: were there 
any other journalists aboard 
the ship? Only a Korean tele- 
vision crew remained. 

The five were taken to 
Glasgow by helicopter on the 
night of Saturday, August 
16, from the company’s Foin- 
aven field West of Shetland. 
The next day the four activ- 
ists aboard the rig were 
arrested. BP had said the 
previous week that it would 
not try to remove them. 

This was followed by a 
skilful piece of news man- 
agement On the Monday BP 
sparked an outcry by other 
environmental groups and 
the Liberal Democrats when 
it announced that it planned 
to nlaim £2.4m damages off 
Greenpeace to cover losses 
incurred as a result of the 
occupation. 

The pressure group had 
been protesting against oil 
exploration at the Atlantic 
Frontier as part of a sum- 
mer-long campaign against 
the burning of fossil fuels, 
which it said would lead to 
irreversible climate change. 

On the Tuesday BP offered 
to suspend the claim if 
Greenpeace promised not to 
interfere with any of its 
other Atlantic Frontier 
developments. Two days 
later BP postponed the 





Lessons have been learned from the 1995 Greenpeace occupation of Brent Spar platform 


action even though the pres- 
sure group had not agreed to 
the condition. 

But BP showed that the 
move was far from the 
climbdown celebrated by 
Greenpeace when it said It 
would consider legal action 
if the pressure group tar- 
geted any of its operations in 
the future. 

By suspending the action, 
BP chose not to pursue a 
case it was almost certain to 
win. As a lawyer specialising 
in Scottish litigation pointed 
out, a claim for damages 
incurred through delays 
caused by Greenpeace could 
have been proven because 
the group’s stated aim was 
to prevent the rig rea ching 
the field. 

It is not unusual for a com- 
pany to employ legal means 
to try to end a protest - 
Amoco recently obtained an 
order which prevented 
Greenpeace from approach- 
ing a mobile drilling rig 
North of Alaska. 

But a court victory which 
bankrupted Greenpeace UK 
might have damaged BP's 
image in the minds of a pub- 
lic sympathetic to many of 
the pressure group’s aims 

BP’s handling of the pro- 
test showed how the indus- 


Mature approach 
benefits Norway 


From page 1 


“It's very difficult to put the 
message across to the public 
that emissions from the shelf 
will increase from Norway 
because of the higher out- 
put, says Mr Berge. 

The increase in offshore 
emission is a hotly debated 
political issue in Norway. 
Critics of the industry say 
Norway is an example to the 
rest of the world and should 
not increase such emissions. 
Industry leaders such as 
Harald Norvik. the chief 
executive of Statoil, Nor- 
ways' national oil company, 
say such an attitude could 
have damaging implications 


for the country. He notes 
that Norway’s oil industry is 
the least polluting in the 
world. 


try had absorbed the lessons 
of the 1996 Cfreenpeace occu- 
pation of the Brent Spar oQ 
platform, owned by Royal 
Dutch/Shell. Shell, which 
has a 28 per cent stake in the 
Foinaven development, says 
it discussed its Brent Spar 
experiences with BP. 

Shell had been damaged 
by pictures of its employees 
firing water jets at activists 
who tried to climb onto the 
Brent Spar- BP allowed the 
protestors to board its rig 
unhindered even inviting 
activists up for a shower and 
a hot meal The police who 
evicted them had been on 
board for several days. 

BP's careful approach 
reflected an awareness that 
it, like many other oil com- 
panies, had chosen to 
develop a number of envi- 
ronmental! y -sens iti ve areas. 
It expects to increase oil out- 
put from its current L25m 
barrels a day to 2.5m barrels 
a day in 10 years time. Much 
of the increase will come 
from operations in South 
America, Africa, the Caspian 
Sea and deep waters off the 
UK and the Gulf of Mexico. 

On May 15, Thilo Bode, 
international executive 
director of Greenpeace, said 
the pressure group aimed to 
stop all new oil exploration. 
Some oil executives tried to 
preempt the campaign. John 
Browne, chief executive of 
BP. said on May 18' that the 
industry had to “play a posi- 
tive and responsible part” in 
solving problems caused by 
the burning of fossil fuels. 

John Jennings, chairman 
of Shell Transport Trading, 
said at the annual meeting 


of Royal Dutch/Shell's UK 
arm on May 14 that the 
group would have to ask 
whether it was investing 
enough in renewable energy. 
He said: “Are we doing 
enough and should we do a 
bit more ... is at the heart of 
the energy debate not just 
for Shell but for all of us." 
Shell also published Its first 
worldwide environmental 
report in May. 

A report last October by 
the government's Advisory 
Committee on Business and 
the Environment said that 
companies should involve 
pressure groups in a “genu- 
ine two-way dialogue” on 
aspects of their operations 
which raised environmental 
or ethical Issues. 

Away from the heat of 
direct action protests, organ- 
isations such as Greenpeace 
and Forum for the Future 
have met oil industry repre- 
sentatives. But what >135 so 
for eluded Greenpeace is the 
public debate on climate 
change it sought to generate 
during its Atlantic Frontier 
campaign. 

It will attempt to raise the 
issue this month when it 
applies for leave for a judi- 
cial review of the Conserva- 
tive government's decision 
in April to grant frontier 
exploration licences to 15 oil 
companies. 

If Greenpeace is success- 
ful, exploration In the area 
could be suspended for the 
duration of the review. That 
would serve more than- any 
North Atlantic protest to 
concentrate minds in the oil 
industry on how to approach 
the issue of climate change. 


The Norwegian industry 
has launched a NkrfiOOm 
research and development 
programme to try to reduce 
emissions by 30 per cent 
over a 10-year period. Com- 
panies such as Statoil say 
unproving the environmen- 
tal performance offshore 
could make Norway even 
more competitive as a major 
Sncrgy exporter to continen- 
tal Europe if customers are 
irfkns to pay a premium for 
energy produced with the 
lowest possible emissions. 


We offer more energy 
coverage than the North 
Sea has drilling rigs. 

See for yoursdf on the Dow Janes Energy Service; 


Page 8800, ar 
telephone us on 
(+44)171-8329269 
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NEW TECHNOLOGY • by Terry Knott 



A marginal system no more 


Buoytorm b ons of several new ideas being explored to expand the rob of floating production unite 

GREECE • by Kerin Hope 


Floating 

production units 
have diversified 
to meet 
global demand 

Floating production systems 
have in just a few years cata- 
pulted to the forefront of 
development options in the 
offshore arena. 

improved understanding 
of the capabilities of floating 
systems, coupled wlLh 
increased confidence in both 
their reliability and perfor- 
mance, have expanded their 
earlier role from that of 
being principally a solution 
for marginal fields to one in 
which they are now strong 
contenders - and often the 
preferred choice - for major 
field developments in most 
offshore oil producing 
regions. 

The recent upturn in the 
fortunes of floaters can be 
attributed to several factors. 
From a technical standpoint, 
the advance of associated 
technologies, notably in dril- 
ling, subsea wells, flexible 
risers and mooring systems. 
have created a playing field 
on which floating installa- 
tions are able to compete 
with the industry's tradi- 
tional fixed platform 
approach. Now the oil Indus- 
try's move into deeper 
waters has tipped the bal- 
ance heavily in favour of 
floating vessels - be they 
ship-shaped, semisubmersi- 
bles, spar buoys, or tension 
leg platforms (TLPs). 

While evolving technology 
has enabled floaters to take 
up the offshore challenges of 
deep water and hostile envi- 
ronments. the bottom line 
for operators is the attrac- 
tion they offer in terms of 


economics. As oil company 
capital is spread ever more 
thinly across new global 
markets, the push to achieve 
speedier and mare cost effec- 
tive exploitation of oil 
reserves, often from accumu- 
lations previously passed 
over as uneconomic to 
develop, has never been 

more intense. 

Recent forecasts for future 
oil production, including fig- 
ures frbm the International 
Energy Agency, indicate 
that during the next four 
years an accumulated 
increase in world oil demand 
of 9.3m barrels per day - 
double that of the past four 
years - will need to be met 
Offshore oil production, now 
accounting Tor one third of 
total output, is growing at a 
faster rate than the onshore 
sector, giving rise to still 
higher hopes for floating 
development solutions. Cur- 
rently there are some 70 
floating productions systems 
in operation worldwide. By 
the year 2010. that number 
could grow to 250. 

But will the offshore engi- 
neering and construction 
industry in Europe he able 
to take Tull advantage of this 
optimistic outlook? The pace 
of change has left many 
companies in the service and 
supplies sector struggling to 
catch up, and in some cases 
to hold on at all. 

Specialisations developed 
to support the design and 
fabrication of traditional 
North Sea installations 
involving large steel jackets 
and process topsides are 
needing to be refocused on a 
leaner market that no longer 
has the prop once offered by 
the discovery of giant oil 
reserves. 

In the case or ship-shaped 
vessels, currently account- 


ing for the majority of recent 
floater applications, activi- 
ties for both newbuild bulls 
and tanker conversions have 
centred mainly on highly 
competitive shipyards in the 
Far East. Until recently 
European fabricators have in 
general been limited to out- 
fitting vessel topsides, with 
mixed results in terms of 
achieving the tight budgets 
and schedules imposed. 
However, something of a 
fight hack in the newbuild 
market is being staged, with 
Harlan d and Wolfs Belfast 
yard now nearing comple- 
tion of BP’s Schiehallion 
FPSO (floating production. 

The pace of 
change has 
left many 
companies 
struggling to 
to catch up 

storage and offloading ves- 
sel) for West of Shetland, 
while Norway's Aker Mari- 
time announced at the end 
of last month the acquisition 
of the Finn yards shipbuilder 
in Finland, providing the 
contractor with the capabil- 
ity to build monohull and 
other floating vessels. 

On the vessel conversion 
and outfitting front, fabrica- 
tion yards on the Tyne. Tees 
and Clyde have consumed 
most of the UK-based work 
to date, while Spanish ship- 
yards are continuing to cap- 
ture a share of the both the 
monohull and semi-submers- 
ible market, boosted by 
orders bound for Brazil's 
thriving deep water develop- 
ments. Significantly, Bar- 


Dispute hinders pace of exploration 


Athens and 
Turkey have yet 
to agree on how 
to settle Aegean 
claims 


Oil exploration of the Greek 
Islands in the Aegean Sea is 
a potentially explosive issue 
that has brought Greece and 
Turkey to the brink of war 
three times in the past 20 
years. Despite periodic 
attempts to Improve rela- 
tions, the two countries have 
not yet managed to agree a 
procedure for settling their 
conflicting claims on the 
Aegean continental shelf. 

While surveys in the 1970s 
indicated several promising . 
hydrocarbon deposits in the 
North Aegean, the dispute- 
with Turkey has meant that 
only one field has been 
developed. There were no 
political obstacles to exploit- 


ing the Prinos ofi and gas 
fields north-west of Tbassos 
island because they lie 
within Greek territorial 
waters. 

The North Aegean Petro- 
leum Company (NAPQ, an 
international consortium, 
invested more than $7QQm in 
developing the Prinos field, 
the biggest single foreign 
investment in Greece to 
date. Recovery costs were 
high because of the large 
percentage of sulphur found 
in the ofl. But the field has 
produced 100m barrels of oil 
: and;- is approaching the end 
of its lifespan. 

Denison Mines of Canada 
hold a 68 per cent stake in 
the consortium, with the 
remainder being controlled 
by three small companies. 
White Shield of the US, Hel- 
lenic Holdings and Poseidon 
Petroleum. 

At its peak the Prinos field 
produced about 25,000 bar- 


rels of oil a day, covering 13 
per cent of Greece's annual 
oil requirements. Output has 
declined to about 8,000 bar- 
rels a' day which Is produced 
with the help of gas lifting, a 
new technology for enhanc- 
ing oil recovery. 

NAPC is planning a *25m 
exploration programme in 
the same concession area 
with the aim of discovering 
a field that could be operated 
from the existing offshore oil 
rig. “Wherever you drill 
around Thassos. there is evi- 
dence of hydrocarbons." says 
lan Ashley, NAPC chief 
operating officer. “But the 
reservoirs are often small 
and there is always a high 
percentage of sulphur.” 

Last year a smaller field 
named Prinos North came 
onstream under a joint ven- 
ture between NAPC and 
DEP-EKY, the oil explora- 
tion subsidiary of Greece's 
state-owned oil refining and 
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trading group. The Prinos 
platform was used to drill a 
horizontal well to reach the 
new deposit. The field pro- 
duces around 3,000 barrels a 
day and will have a lifespan 
of two to three years. 

The joint venture with 
DEP-EKY, which holds a 35 
per cent stake, has helped 
keep down costs and enable 
NAPC to keep the platform 
operating. Onshore costs 
have also been held down as 
Greek staff have taken over 
from expatriates in running 
the bulphur extraction plant 
and oil storage facility. DEP- 
EKY would also take a stake 
In developing any new oil 
find off Thassos. 

But without a substantia] 
improvement in Greek-Turk- 
ish relations, NAPC will not 
be able to drill in its second 
concession area between 
Thassos and the eastern 
Greek island of Samothrace, 
where promising geological 

ITALY • by Paul Betts 


structures have been identi- 
fied. 

Greece has taken a concil- 
iatory position on Aegean oil 
exploration following a con- 
frontation with Turkey in 
1987 just as NAPC was pre- 
paring to start exploring in 
the eastern concession area. 
The government announced 
at that time that Greece 
would confine offshore oil 
exploration to the six-mile 
territorial zone. But Greece 
insists that the continental 
shelf dispute should be 
referred to the International 
Court of Justice at the 
Hague. 

For the first time in more 
than a decade, Greece’s 
development ministry has 
launched an oil exploration 
programme involving for- 
eign companies. It focuses 
on the Ionian Sea off west- 
ern Greece and the western 
Greek mainland, which lies 
to the south of Albania's oil 


producing region and has 
similar geological structures, 
according to officials at the 
DEP-EKY. 

Enterprise Oil of the UK 
will prospect in two of six 
blocks offered for explora- 
tion under a licence agree- 
ment with the Greek govern- 
ment. The UK company will 
have a 40 per cent stake in 
each of the two 6,000 square 
metre blocks, one near loan- 
nina in north western 
Greece and the other in the 
north west Peloponnese. 

The other partners are 
Union Texas of the US, MOL 
of Hungary and DEP-EKY 
which has a 12.5 per cent 
stake. If exploitable oil 
reserves are found DEP-EKY 
will take a stake in their 
development of up to 35 per 
cent, officials said. Enter- 
prise will drill at least two 
wells over the next six years 
in a 837m exploration proj- 
ect 


Roman lanterns burn 
brighter than ever 


2,000 years on, 
discoveries in Val 
d'Agri are likely to 
be more lucrative 
than ever 

The discovery of oil in 
southern Italy is nothing 
new. Back in Roman days, 
Pliny reported that Sicilians 
around the coast of Agri- 
gento collected with sponges 
bituminous oil in the water 
which they used to light 
their lanterns. 

But it is only now, nearly 

2000 years later, that the full 
potential of southern Italy is 
eme rging-. Promising discov- 
eries of light crude have 
been made during the past 

10 years in the southern 
Apennines in the Val d'Agri 
region by the majority state- 
owned Italian Agip oil group 
and Enterprise Oil of the 
UK, the second largest 
holder of acreage in the area 
after Agip. 

By all accounts, the 
Val d’Agri is now set to 
grow into a significant new 

011 province. When it 
comes Into full production in 
the next three years it 
is expected to become 
Europe's largest onshore oil 
field. 

Agip has also struck 
light oil in the southern 
Adriatic at its deep water 
Aquila field. Although 
AquUa has so Ear not shown 
the same potential as the 
Val D’Agri, Agip considers 
the southern Adriatic 
as a significant opportunity 
to develop new deep water 
extraction technology 


with wider applications for 
other offshore activities. 

The Italian company 
is also moving into deeper 
waters off the coast of Calab- 
ria in the search for gas as 
well as starting deep water 
exploration off Sicily. 

To this end, it has just 
signed an agreement with 
Malta far joint exploration In 
Italian and Maltese waters. 
Agip says that new seismic 
techniques have shown up 
potential in the Sicilian 
offshore around the old oil 
field of Gela whose produc- 
tion is now down to 
about 6^00 b/d. 

However, it is the onshore 
discovery in the southern 
Apennines that is command- 
ing the greatest interest Up 
to now, Agip has been some- 
what unwilling to discuss 
the region’s oil potential in 
order to avoid raising expec- 
tations in a depressed part of 
the country as well as not 
upsetting environmentalists 
in an area designated as a 
national park. 

The geological peculiari- 
ties of the Val d'Agri also 
make oil drilling and extrac- 
tion diffi cult - it takes an 
average of seven to eight 
months to drill a well in the 
area. 

However, Agip now 
acknowledges that when 
the Val d’Agri comes fuDy 
on stream by the turn of the 
century, it wifi account for 
as much as 6 per cent of 
total Italian oil consumption. 

Annual domestic oil and 
gas production currently 
amounts to about 419,000 b/d 
of oil equivalent of which 
about 100.000 b/d of crude is 


produced mainly from the oil 
fields in the Po Valley in the 
north of the country. And as 
output eventually declines in 
the north in the event of no 
new discoveries, the 
southern Apennines are 
expected to take the relay 
with production of about 

100.000 b/d to 130,000 b/d and 
a possible peak of more than 

150.000 b/d. 

There are already plans to 
build a iSOkm-long pipeline 
from the Val D’Agri to the 
refinery and port of Taranto 
with a capacity of up to 

200.000 b/d. 

Output from the area is 
currently a modest 7,500 b/d, 
checked by the difficulties of 
transporting the oil which is 
tracked to Taranto. 

The pipeline, together 
with an oil centre, is 
expected to be completed in 
two years' time. By the 
end of 1999 about J 5.000 b/d 
is expected to be piped to 
Taranto and output is likely 
to rise sharply after 
that to more than 100,000 
b/d. Part of the oil will go to 
the refinery and the rest 
will be exported from 
modernised port facilities at 
Taranto. 

Enterprise Oil believes 
there is the potential to 
maintain high production 
rates for a long period of 
time. 

Mr Pierre Jungels, the new 
chief executive of Enterprise 
Oil, recently went so far as 
suggesting in the Italian 
financial daily newspaper 
Sole 24 Ore that there could 
be as much oil in the 
southern Apennines as in 
Gabon. 


Mac, the Brown & Root- 
McDermott joint venture in 

north east Scotland - 
renowned for having built a 
large share of the traditional 
structures for the North Sea 
- has realigned its business 
operations to the floating 
market, last month opening 
Europe's largest dry dock at 
Nigs to accommodate very 
large crude carriers for con- 
version to production units. 

While European fabrica- 
tors may have some way to 
go meet the challenges posed 
by cheaper labour resources 
in the Far East, the region's 
design engineering compa- 
nies are siting a proactive 
role in looking ahead for 
enhancing today's floating 
production technology'. 

A joint venture between 
Brown & Root and Costain 
Taylor Woodrow has devel- 
oped detailed plans for a con- 
crete FPSO. which could be 
built in Barmac’s Nigg dry 
dock. A concrete hull for a 
floating unit would offer a 
number of advantages over 
steel hulls, say the design- 
ers. particularly in stiffness, 
making the concept attrac- 
tive for harsh environments 
where fatigue life is an over- 
riding consideration. The 
Atlantic margin and offshore 
West Africa would be typical 
target locations. According 
to company estimates, a 
fully commissioned concrete 
FPSO could be delivered up 
to 15 per cent cheaper than 
its steel counterpart while 
cutting some five or six 
months off the schedule. 

Spar buoy installations - 
tall floating columns moored 
to the seabed - are also 
gathering pace. Spars Inter- 
national based in Houston - 
the joint venture between 
contractors Aker Maritime 
and McDermott in the US - 
has notched up the first pro- 
duction spar in the Gulf of 
Mexico in Oryx Energy's 
Neptune field, with a larger 
37m diameter structure 
under way for the Genesis 
field operated by Chevron. 

Spar is now competing 
from what is reportedly a 
position of strength for very 
deep water projects in the 
region, notably for Exxon/ 
BP's Diana/Hoover pros- 
pects. for Amoco's King and 
King's Peak fields in up to 


2000m of water, and in simi- 
lar water depths for BP’s 
prospect in the Neptune 
Basin which could hold up 
to lbn barrels of oil. 

With pressure on time and 
costs steadily increasing, 
innovation is becoming the 
name of the game. Aker 
Maritime has recently 
unveiled two ideas which are 
already attracting attention. 
One. Buoyform - now 
dubbed the "bucket" due to 
its appearance - employs a 
ballasted conical steel hull 
below the sea surface to pro- 
vide both oil storage and 
superior motion characteris- 
tics compared with mono- 
hulls and semi-submersibles. 
The concept is designed for 
multiple use to deplete 
groups of small fields which 
are currently uneconomic in 
development terms, g aining 
cost advantages over con- 
ventional floaters by elimi- 
nating the need for the 
expensive turret technology 
required to bring risers 
onboard weather vaning ves- 
sels. 

Preliminary estimates 
indicate a Buoyform plat- 
form could be built from 
scratch in less than two 
years at a cost of some 50m 
less than comparable solu- 
tions. Statoil and Enterprise 
Oil are believed to be near to 
selecting Buoyform for small 
field applications. 

In parallel with the 
bucket, the Norwegian com- 
pany recently gained exclu- 
sive marketing rights to the 
Atlantis-PRO concept, which 
holds the potential to cause 
the industry to rethink its 
strategy for tackling increas- 
ingly deep water develop- 
ments. 

By using a well caisson to 
anchor a buoyant platform 
about 200m below the sea 
surface, an “artificial sea- 
bed" is created which 
enables more conventional 
FPSO technology and proven 
equipment to be employed in 
deep waters without the 
need for te chnically complex 
and expensive long risers. 
The Idea has already been 
evaluated for 1600m of 
water, with studies ongoing 
for the North Sea and Gulf of 
Mexico. A pilot installation 
for Atf antfs-FRO looks likely 
to be launched next year. 



It’s a tough job to be successful in 
the international exploration and 
production business. Of course 
know-how is necessary. But equally 
important is to know the people. 
Let’s move forward. Together. 
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More than a quarter of the petrol you buy 


owes its existence to an idea and to late 


night scribbles in the notebooks of two Mobil 
scientists. They discovered that a synthetic catalyst 
(crystals the size of a speck of flour) could make 
crude oil yield far more petrol than ever before. 
Their breakthrough led to a process that is now 
being used in nearly every major refinery in the 


world. It has saved consumers billions of pounds a 
year and has greatly extended the Earth’s precious 
oil reserves. It has also caused Charles Plank and 
Edward Rosinski, who together hold 159 U.S. patents 
and whose careers epitomise Mobil’s commitment 
to science and technology, to be inducted into 
the U.S. National Inventors Hall of Fame. To learn 
more, visit our Web site at www.mobii.com. 
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As increased competition lowers 
prices and new technology 
demolishes costs, Alan Cane 
examines the challenges confronting 
the world’s traditional operators 

Innovation 
key in fight 
for survival 
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Technology and the 
globalisation of markets are 
turning the telecommunica- 
tions industry on its head In 
ways that are hard to antici- 
pate but easy to underesti- 
mate. 

For the greater part of the 
century, telecommunications 
operators have behaved as 
monopolists in their home 
territories, enjoying cosy 
relationships with their fel- 
low monopolists in other 
countries. 

Now, following an historic 
World Trade Organisation 
agreement in February this 
year, close to 90 per cent of 
global telecoms services rev- 
enues is set to be opened to 
competition by 1998, com- 
pared with less than 40 per 
cent today. 

Most operators used to be 
owned and controlled by the 
state and governments took 
far-reaching precautions to 
ensure that what they per- 
ceived as strategic national 
assets remained in public 
ownership. Today, the list of 
privatisations seems endless. 

Furthermore, it took the 
US Department of Justice 
and the Federal Communica- 
tions Commission only a few 
months to decide that MCI 
North America's second larg- 
est long-distance operator, 
could safely be sold in its 
entirety to British Telecom- 
munications feven if the 
takeover was dressed up as a 
merger of near-equals). 

Most crucially, the way 
operators make their money 
could change. For the most 
part they have billed their 
customers through a combi- 
nation of charges for time 
used and distance travelled. 
Now, with the growth of the 
internet and the impending 
collapse of the accounting 
rate system for international 
calls, subscription may 
become the most appropriate 
payment mechanism. 

Finally, the transmission 
of voice conversations, the 
core business for most opera- 
tors. seems set to decline in 
importance compared with 
the transmission of data. In 
the future voice will have to 
take Its place along with a 
broad range of data services 
- text, video and online 
information - running over 
the global communications 
network. The growth of 


online data has been dra- 
matic. According to the 
Internet Access Coalition, 
local phone companies in the 
US made more than $3.6bn 
in revenues between 1990 
and 1995 from additional 
lines installed chiefly or 
wholly for online services. 

Furthermore, the growth 
of cellular and satellite 
systems means that in 
future a telephone number 
will be as likely to represent 
an individual as a geo- 
graphic location. 

The challenge for the 
world’s telecoms operators, 
many of them ill-prepared 
for the cold blast of competi- 
tion. is to display a level of 
innovation and flexibility 
that will enable them to sur- 
vive in this new environ- 
ment. 

The new environment will 
best favour large operators 
in countries where markets 
are already liberalised: spe- 
cifically, the US and the UK. 
This edition of the FT review 
of telecoms covers develop- 
ments in the US as a princi- 
pal theme. 

The road to open competi- 
tion there is proving to be 
strewn with hazards. In a 
summary of the WTO agree- 
ment for the American 
Enterprise Institute for Pub- 


lic Policy Research Jeffrey 
Lang, from the Office of the 
US Trade Representative, 
noted that it “exports Ameri- 
can values of open competi- 
tion, fair rules and effective 
enforcement To the benefit 
of consumers worldwide, it 
opens the $6Q0bn global tele- 
communications market to 
competition. The Federal 
Communications Commis- 
sion estimates that the aver- 
age cost of an international 
call could drop by 80 cents, 
from one dollar per minute 
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FT writers examine 
developments in one of 
the world's biggest and 
most complex markets 
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to 20 cents per minute”. 

But in the US. despite the 
Telecommunications Act of 
1996. which was intended to 
open local markets to 
long-distance operators and 
others, competition remains 
far from open, and enforcing 
the rules has proved diffi- 
cult. 

This is the reason for 
MCTs dramatic profits warn- 
ing In July, which led to a 
wholly unexpected renegoti- 
ation of the terms of its 
merger with BT. The US 
company complained that 
anti-competitive tactics by 
local phone companies - the 
regional Bells - were 
obstructing its efforts and 
forcing it to spend signifi- 
cantly more on marketing 
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and legal moves. 

Tim Price, MCI president, 
complained: “The local 
monopolies are obstructing 
the Telecom Act, sabotaging 
the FCC's objectives and 
under minin g the power Of 
Congress”. Eventually, the 
two sides decided to go 
ahead with the takeover 
after MCI agreed to a 15 per 
cent reduction in the pur- 
chase price. 

It is, however, compara- 
tively easy for an incumbent 
US operator to obstruct a 
new competitor. The incum- 
bent owns the "local loop”, 
the final connection from 
the exchange to the cus- 
tomer, which means that 
competitors must either 
build their own local net- 
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work or reach an intercon- 
nection agreement. 

New contenders, in fact, 
have inevitably to conclude 
Interconnection agreements 
with incumbents to complete 
some parts of their network. 
The possibilities for delays, 

minim ife rg hmrfing n and tech- 
nical failure are legion. 

The key question remains: 
if the US is finding it diffi- 
cult to enforce and police 
open competition in its home 
market, what are the 
chances for trouble-free 
progress elsewhere in the 
world? Europe will find oat 
within a few months: the 
date for the beginning of free 
competition in infrastruc- 
ture and services across 
most of the European Union 
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is January 1, 1988. - 

Competition lowers prices 
but technology demolishes 
them. The internet has 
emerged this year as the 
greatest threat to the tradi- 
tional telephone business. 
That may seem remarkable 
to many who regard it as, at 
best, an imperfect computer 
communications network. It 
is, however, the first' hard 
evidence of convergence, the 
coming together of telecoms 
and computing. 

According to Werner 
Knetsch, head of telecoms at 
the consultants Arthur D. 
Little, and his colleagues, 
the internet is: “A symptom 
of a vertical integration pro- 
cess, the penetration of com- 
puter technology into tele- 
communications. It is not a 
new online service, but a 
departure from current 
understanding of what com- 
munications technology is 
aD about” 

Technology apart, the 
most interesting feature of 
the internet is its cost and 
the way service providers 
charge for its use. Costs are 
low. Customers can have 
access to databases in other 
parts of the world for the 
price of a local telephone 
call. Service providers, 
which manage the relation- 
ship with the customer and 
provide access to tire inter- 
net, charge on a subscription 
rather than a time basis. 

The most obvious exam- 
ples of the way the internet 
is transforming conventional 


telecoms is internet fax and 
internet telephony. The 
internet sends information 
as packets of data: it is well 
suited,, therefore, to the 
transmission of facsimile. 
Operators that have profited 
substantially, from the 
growth of fax can expect to 
see revenues dwrfinw as cus- 
tomers move to the lower- 
cost Internet fix and, in ftw 
longer term, electronic mail. 

Internet telephony is still 
imperfect - voice conversa- 
tions are broken up Into 
packets of data tor transmis- 
sion and reassembled on 
reception - but manufactur- 
ers are improving the tech- 
nology quickly. 

The big operators can 
expect to see a marked 
decline in revenues as large 
international companies - 
which at present provide the 
bulk of the profits In the 
telecoms business - see the 
benefits of switching some 
part of their telecoms traffic 
to the internet 

The larger operators are 
beginning to react to the 
challenge. BT and MCI are 
in the latter stages of creat- 
ing an advanced internet 
network that will enable 
them to offer a “premier” 
service. AT&T offered inter- 
net access with an aggres- 
sive pricing strategy that 
forced it to the top of the US 
list of internet service pro- 
viders. And a number of tra- 
ditional telecoms operators 
are themselves beginning to 
offer internet telephony. 







Let's talk A tntfy global communications network is a bridge that spats the worid. It's the bridge that connects you tdt 

BT (British Telecommunications pic) has (Ms global network of services and applications. One that links over 1,300 odes m UO countries. & Asia Pacific alone, BTissn 16 cowries and [66 ritieS.' 
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On the line 


INTERVIEW: chairman of Teleglobe • By Geoffrey Wheelwright 
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Yesterday Canada, today the world 


As its monopoly draws to an end, 
Charles Sirois is aiming to steer the 
Canadian carrier into new markets, 
raise its international profile and 
improve the quality of its services 


Charles Sirois is a Canadian 
business icon who is now 
ready to make his mark on 
the rest of the world - and 
he'll do it by telephone. This 
genial 42-year-old French-Ca- 
nadian is chairman and chief 
executive officer of two high- 
profile Canadian companies 
with multi-billion dollar 
annual revenues - Telesys- 
tem and Teleglobe - and has 
telecoms interests around 
the world. 

Teleglobe, long the monop- 
oly carrier of long-distance 
telephone traffic for Cana- 
dian overseas calls, has 
made a particularly big con- 
tribution to his success. 
Under the terms of a World 
Trade Organisation agree- 
ment reached last February, 
however, Teleglobe’s monop- 
oly will end next year. Mr 
Sirois has therefore been 
looking for opportunities 
outside Canada. 

He has not been disap- 
pointed. “Teleglobe has iden- 
tified two main avenues for 
achieving growth. First, we 
have set out to expand our 
customer base by targeting 
the increasingly large num- 
ber of traditional and emerg- 
ing telecommunications 
operators around the world 
which need global connectiv- 
ity to serve their national or 
regional markets." he says. 
“Second, we continue to add 
innovative services to our 
portfolio in order to antici- 
pate future market needs. In 
particular, we are exploring 


new segments created by the 
advent of the information 
highway, in which intercon- 
t mental links necessarily 
play a vital role." 

Much of the work is 
already well underway. Mr 
Sirois has been wise to the 
opportunities of deregulation 
for several years. Far from 
resisting liberalisation, he 
has lobbied for it. believing 
Teleglobe would enter for- 
eign markets more easily 
without the baggage of being 

a government-approved 

monopoly in Canada. 

So in 1996. subsidiaries 
Teleglobe International Cor- 
poration and Teleglobe USA 
significantly expanded their 
operations and made inroads 
into the US. the latter receiv- 
ing a “facilities-based 
licence" from the Federal 
Communications Commis- 
sion. 

As of June this year, Tele- 
globe USA was able to count 
some 50 US carriers as cus- 
tomers - including Regional 
Bell Operating Companies 
(RBOCs). 

In addition. Teleglobe 
owns and operates wbat it 
says is the second-largest 
intercontinental network in 
North America and the third 
in the world in terms of 
global reach. It provides a 
range of transmission ser- 
vices to some 200 telephone 
companies and mobile net- 
work operators. 

The fact that it is a 
licensed carrier in the UK 





Sirois: saw oversees traffic grow nearly 300 per cant In 1996 


and Germany as well as the 
US means it can claim a 
presence in three of the larg- 
est telecoms markets in the 
world. 

In 1996, total traffic han- 
dled by Teleglobe increased 
to mare than 2bn minutes. 
Building on a base of L6bn 
minutes in Canadian over- 
seas traffic, the company 
saw its global overseas traf- 
fic grow nearly 300 per cent 
to reach 447m minutes. 

It says this upward trend 
is continuing: global over- 
seas traffic accounted for 28 
per cent of its total traffic for 
the first quarter of 1997, 


per 


compared with only 3 
cent when its strategy of 
raising its international pro- 
file was first adopted in 1995. 

Last year, Teleglobe had 
revenues of C$1.7bn 
(US$L2bn) and net income of 
nearly C$113m (US$82m). 
The value of its assets at 
December 31, 1996 totalled 
C$2.3bn (US$1. 7bn). 

In June, the . company 
listed on tbe New York 
Stock Exchange. “Teleglobe 
has become a successful 
world-class company that is 
rapidly expanding : its pres- 
ence in the intensely com- 
petitive global marketplace,” 


Mr Sirois said at the time. 

Another initiative 
designed to make an impact 
on the- International market 
was Teleglobe’s backing for 
a Universal International 
Free Phone Number (UIFN). 
Announced in March, the 
UIFN is a way of offering 
companies in 17 countries, 
including Panada , the ability 
to be reached by dialling a 
single 800 number that will 
eventually be accessible 
worldwide. Teleglobe was a 
partner in the implementa- 
tion of the new service 
worldwide and is marketing 
it in Canada under the trade- 
mark Globe 800 Universal. 

A company's 800 free 
phone number used to vary 
from country to country. 
With tbe UIFN. international 
callers can dial the same 
number to reach a company 
prepared to pay for their 
telephone enquiries. Each 
UIFN has the same 
sequence: 800. followed by an 
eight-number combination. 
The only variant will be the 
international prefix of the 
country where the call origi- 
nates. For example,, a Euro- 
pean railing a company in 
Canada simply dials 00 800, 
followed by the eight-digit 
global subscriber number. 

“UIFN will allow custom- 
ers to advertise a single 800 
number worldwide, provid- 
ing them with international 
visibility at very low cost,” 
says Richard Gendron, Tele- 
globe Canada Inc. vice-presi- 
dent. "This single number 
will facilitate their market- 
ing operations, bring them 
closer to their customers and 
allow them to offer better 
service by improving their 
accessibility. In addition, it 
will serve as ah important 


internal management tool 
for companies that have rep- 
resentatives abroad." 

Many business sectors wfll 
be able.to benefit from the 
UIFN service, including air- 
lines, travel agendas, finan- 
cial institutions, brokerage 
firms, embassies and consul- 
ates. 

The UIFN service is mak- 
ing its appearance at a time 
when the popularity of call 
centres is growing rapidly 
around the world. “Last year 
alone, Teleglobe recorded a 
20 per cent growth In its 
international free phone rev- 
enues,” Mr Gendron says, 
adding, "there is no doubt 


that the universal number 
will increase this trend." 

Another advantage of the 
UIFN Is its portability. Once 
a number is assigned, a com- 
pany that decides to move 
its offices take it to its 
new location, even to a dif- 
ferent country, at minimal 
cost - as long as the new 
hast country is participating 
in the UIFN netwo rk. 

Worldwide, the UIFN ser- 
vice will be managed by the 
International Telecommuni- 
cations Union, a Geneva- 
based United Nations organi- 
sation. The ITU’s principal 
mandate will be to assign 
and register universal free 


□hone numbers on a first- 
come, first-served basis, and 
to ensure that they are used 
in accordance with regula- 
tions. . 

Teleglobe, a member of the 
m; is responsible for relay- 
ing UIFN calls made in Can- 
ada and carrying them to 
their destination. It will also 
relay UIFN calls dialed from 
other countries to Canada in 
the North American free- 
phone format (800 or 888). 

As of March, the ITU had 
received about 300 requests 
for UIFNs from Canadian 
companies and about 20,000 
requests from around the 
world. 



At WorldCom we’re already prepared for the voice, data and internet demands of the future. 
Tomorrow’s technology is being used today to provide clear, cost-effective world-wide 
communications. That’s why we’re the third largest carrier of international business traffic in 
the UK*. And closing in on our competitors fast. 
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Shillingford 

Covering all the 
bases of Europe 


After 30 years 
in the business, 
baseball-loving 
David Oertle has 
a new set of 
rivals: Europe's 
traditional 


earners 


Wiry, restless, American 
David Oertle is preparing for 
a new challenge. Chief exec- 
utive of Esprit Telecom since 
May. he plans to fight Euro- 
pean telecoms monopolies by 
undercutting their prices to 
business users. 

The company, which 
raised $52m in a joint offer- 
ing on the Raafaq and Nas- 
daq exchanges in February, 
wants ' to be the “MCI of 
Europe". “We see ourselves 
as an attacker," says Mr 
Oertle; . 

The money from the Initial 
public offering (IPO) will be 
used to flesh out Esprit’s 
network,- It currently has a 
presence in 16 European 
cities. The company, 
founded in 1991 by the US 
telecoms entrepreneur Walt 
Anderson, will have its work 
cut out incumbents such as 
BT are also going after new 
European markets. 

Mr Oertle, whose career in 
telecoms /technology spans 
30 years and includes stints 
at companies such as AT&T, 
Sprint and Telstra, recently 
chose the chief executive 
officer role at UK-based 
Esprit Telecom out of five 
similar positions. 

“Top of the list of reasons 
why,” he says, “was the size 
of the opportunity. I don’t 
think there could be any 
opportunity bigger than 
what is happening in Euro- 
pean telecoms. It's half as 
big again as the US market 
in terms of growth poten- 
tial" 

Mr Oertle, who has a small 
stake in Esprit, could prove 
equal to the challenge. At 
the Australian company, 
TechComm, where he was 
previously CEO, he had to 
create a market from 
scratch, finding openings in 
Asia for the company’s prod- 
ucts - which include simula- 
tors that help train people to 
work on nuclear power sta- 
tion maintenannp - and tele- 
coms consultancy business. 
It was tough at first, but 
TechComm won Australia's 
Exporter of the Year award 
in 1996. 

Mr Oertle does not expect 
expanding in Europe to be as 
taring. Part of the battle will 
be to pinpoint tbe right thn& 
to enter the different Euro- 
pean markets. “Even though 
a whole load of regulations 
will . be lifted in January 
1998. one can’t expect all 
countries to be as open as 
the UK," says Mr Oertle. 

So Esprit won’t put in net- 
works unto it thinifg a par- 
ticular country is ready. It 
wiD. however, start allocat- 
ing resources to researching 
the markets. To date, Esprit 
Telecom’s network focuses 
on cities. Its European hub 
in London links four in the 
UK, two in France, two in 
Spain and four in the 
Netherlands, as well as Dus- 



Oertte: ‘Wei do one couitry at a time’ 


seldorf, Brussels. Milan and 
Dublin. 

“We’ll do one country at a 
time; we can't just be a suc- 
cess overnight,” says Mr 
Oertle. 

The cost of setting up a 
network Is getting cheaper 
as indefeasible rights of use 
(IRUs) - basically long-term 
leases - lower the cost of 
circuits. And after 1998. 
leased circuit charges, which 
can be artificially high, are 
supposed to be cost-based. 

Esprit has a successful 
business in some parts of 
Europe, with IRUs from Lon- 
don to the US and to the 
Netherlands. However, 
because It is still building its 
network, it is not yet profit- 
able overall 

For tbe nine months end- 
ing June 30, the company 
announced a rise in revenue 
of 93 per cent to £32.7m com- 
pared with £16.9m for the 
same period a year ago. Net 
loss for the nine months was 
£6 .3m compared with $2.im 
for the nine months ended 
June 30. 1996. 

Third quarter revenues 
were £13.5m, up 120 per cent 
over the equivalent quarter 
last year. Esprit attributed 
the rise largely to “an 
increase in billed customer 
minutes from each of the 
company's revenue 
streams”. 

Volumes from the compa- 
ny’s customers also rose in 
the second quarter when the 
company saw new UK busi- 
ness from, among others. 
Siemens, Caledonian Air- 
lines and Mitsubishi, as well 
as two government minis- 
tries in the Netherlands. 

The company is looking to 
roll out the majority of its 
network by the end of 1999. 
In time, it will also introduce 
data, video and internet ser- 
vices. It already offers a 
number of corporate railing 
cards and prepaid phone 
cards (far example, for US 
expatriates phoning home 
from Europe) and Mr Oertle 
says it will probably intro- 
duce some new products in 
the fiscal year beginning 
October L 

WIs cousin-bom Mr Oertle 
is well placed to take advan- 
tage of a more competitive 


European market. He saw 
the effects of competition on 
a big telecoms operator 
when he worked at AT&T. 
The break up of the com- 
pany provided him with one 
of the biggest challenges of 
his career: having to shrink 
33 data centres into nine - 
losing around half the staff. 

From 1988-90, he was 
responsible for S2.5hn of the 
$3.5bn business of Sprint, as 
part of a senior management 
team of seven. During his 
time, the company became 
profitable. “Hopefully, this 
has taught me a few things 
about growing a business 
fast, and about understand- 
ing the controls," he says. 

The commercial and con- 
sumer divisions of the Aus- 
tralian telecoms company, 
Telstra, where Mr Oertle 
worked from 1990 to 1994. 
also grew under his direc- 
tion, becoming 40 per cent 
more profitable in 1992-93. 

Mr Oertle, 51. does not 
intend to slow down at 
Esprit. The company sees 
itself as the European equiv- 
alent of the carriers chal- 
lenging AT&T in the 
long-distance market. It is 
going after a share of the 
European business telecoms 
market, which it estimates 
to be worth $20bn. 

Mr Oertle says: “Well be 
turning over hundreds of 
millions of dollars in the 
next few years: that to me is 
a certainty. Let’s put both 
feet on the accelerator, and 
I'll put my hand on the 
handbrake. ” 

Mr Oertle’s drive to com- 
pete is also reflected in his 
interests outside work. He 
loves growing flowers and 
does it well Roses in his 
Melbourne garden grew to 
7ft and he Has had several 
prize roses. 

His other passion is base- 
ball. His early heroes were 
the Atlanta Braves and it 
was always his goal to own a 
baseball team. Now he does 
- backing the Melbourne 
Monarchs, a professional 
Australian team affiliated to 
the Atlanta Braves. He loves 
to be out in the field, win- 
ning. Not that different, 
really, from his attitude to 
work. 



September 1991: US 
telecoms entrepreneur Walt 
Anderson sets np Esprit 
Telecom and becomes 
chairman and chief 
executive. 

October 1992: Esprit 
Telecom acquires Mid 
Atlantic Telecom UK. , 
July 1993: Acquires Mitel 
Telecom’S Atlantic Call ■'• 
Division in the UK. 
September 1994: Opens UK 
network operations centre. 


Odol>er. 1^94: Esprit 
Telecom 1 de E^iana ' - 
connects' to fim - 

- international ^network 
April 1996: BTG,: feeDuteh 
association of the biggest 
telephoneuaers, selects. 
Esprit Tekram as its - - . 
■preferred carrier. ^ CCTA' 
chooses Esprit Telecom to, 

. handle UK- - 
' government's telecoms 
traffic for the second year. ' 
JFehruary 1997: Esprtt . 


, Telecom completes Initial 
Public Offering on Nasdaq 
and Easdaq. 

- . April '1997; Esprit Telecom 
Benelux signs indirw^t. 

‘ access agreement with PIT 
Netherlands. 

May 1997: David Gertie 
becomes new chief ' 

■ executive officer 
June 1997: Esprit Telecom 
' . Deutschland receives 
German public operator 
licence. 
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111 -ti» worldwide race to 
create an in towuatlcnd m ed 
- society, the pjj • has some 
widely recognised advan- 
tages. From Silicon Valley 
and HdQywood, its software 
: and entertainment compa- 
nies have reached oat to 
dominate their respective 
' industries. 

Ib information sector, by 
: . some definitions, already 
accounts forasixtb of the 
domestic economy. 

The construction of the 
communications networks 
with the speed and capacity 
seeded to bring this brave 
new Information age Into 

- being is now under way. It 
can be seen in every big city, 

" where sidewalks have been 
dug up to plant new fibre-op- 
tic cables and antennae are 
sprouting on. the sides of 
buildings to carry the sig- 
nals of a new breed of digital 

- wireless carrier. 

- Yet conjuring a competi- 
. tW$. technologically 
advanced telecommunica- 
tions industry from a sector 
long characterised by 
monopoly -minded utilities 
'has proved a headache - as 
mapy other, countries have 
already discovered, or are 
about to, - ■ 

The old American Tele- 
phone,: and Telegraph 
1 (AT&T) was broken up is 
years ago to allow competi- 
tion to take root, at least In 
some parts of the in du stry. 
But entrenched local- carri- 
ers are gtffl dinging hard to 

- their markets,, and politi- 
cians are still loathe to give 
up the market distortions 
and cross-subsidies that 
were built up over decades 
of legislative and regulatory 

tinkering 

“Although there’s no good 
data, an this, I think the US 
leads the world in invest- 
ment in communications, 
and X think it probably is 
striding ahead of most other 
economies on this account," 
says Reed Hundt, chairman 
of the Federal Communica- 
tions Commission. 

“That’s ' threatening to 
monopolies everywhere in 
the world." 

For their part, the US's 
remaining telecoms monopo- 
lies have decided not -to go 
quietly. In the IS months 
since the passage of the Tele- 
communications Act that 
~ was meant to com- 

petition between local mid 
long-distance carriers, cable 
television carriers and oth- 
ers, there has been conspicu- 
ously little new competition 
and no sign of prices c o m ing 
■ down. 

This experience is in some 
ways “not terribly surpris- 
ing, if you're reali s tic," says 
Bill Esrey, chairman of 
Sprint. “Things just don’t, 
happen that quickly if you're 
trying to get a new business 
going." . . 

' Like executives at other 
long-distance carriers, 
though. Mr Esrey places a 
large part of the blame for 
this state of affairs on the 
delaying tactics of the loca l 
monopolists that still control 
an but 1 or 2 per cent of the 
$lbObn local market - while 
local carriers blame their 
potential new rivals for 
being faint-hearted about 
competition. 

The FCC. for its part, has 
concluded that legislative 
changes are needed to stimu- 
late the flagging level of 
competition. “When you 
release a piece of software 
and ft has a couple of bugs 
in it, newjne says it’s the end 
of the. world. They just go 
back and fix it," says 
Hundt “All but a paragraph 

or two [of the Act] are just 

flue." , .. 

Last year’s Act is hardly 
aunty of all the things feff 
which it -has been Warned, 


?. racnajr« wafers opens a 
focus on North America 
ag why 


however. Critics effectively 
blame Congress for afi the 
&iled strategies and botched 
product launches of the mid- 
1990 s. 

Mr Tim Price, president of 

MCI C ommunic ations, pro- 
vided the usual litany in a 
speech earlier this summer 
cable television companies 
had been forced to retreat 
from their plans to offer tele- 
phony; the Baby Bells had 
- decided not to compete with 
each other for customers; 
AT&T, at a loss for how to 
break Into the local markets, 
had tried to negotiate a 
merger with SBC Communi- 
cations, one of the five Bells. 

Some weeks later, MCI 
Itself was forced into a 
highly unusual and conten- 
tious renegotiation of Its 
merger with British Tele- 

fln wwnim lniriM’w — the big- 

gwt foreign acquisition ever 
of a US company - after 
revealing the huge costs of 
its attempt to break into 
local markets. 

In reality, half-baked bud 
ness strategies, as much as 
half-baked le gisla tion, are 
likely to have been, just as 
big a source of these disap- 
pointments. Technological 
obstacles and a lack of 
demand from consumers, for 
instance, have been more to 
blame for some failed 
attempts at ^creating new 
interactive ’ networks than 
ha« any faihire lfi Washing' 
ton. ■ •* • 

While t3m;&sialators and 
lobbyists haggle' over a pos- 
• sible new Act, meanwhile, 
there are at least some 
encouraging signs. 

One has been a move by 
the- FCC to bring down the 
intotyotpection charges that 
amount to a form of road tax 
to both national and interna 
-SSh a} telephone networks 

'■.mu ■ -‘c *•- 

Technical 
obstacles liave 
contributed to 
the failure of 
attempts to 
create 
interactive 

networks 

-• ^ • 

In the Spring; it ubVelled the 
first reduction to the J2Cton 
of access charges' paid to 
local US carriers each year - 
too little, according to rivals, 
but still worth J17bn to TJS 
callers over the next five 
years, -according to the FCC. 
Then, in August, the Federal 
agency took its battle on tq 
the world stage, announcing 
that from the beginning of 
next year it would farce US 
carriers to slash the so-called 
settlement rates for. foreign - 
carriers. 

“If competition doesn't 
emerge, then I think domes- 
tic and International access 
should probably be squeezed 
even lower* to try to squeeze 
competition into being, " 
says Mr Hundt 

Competition has at least 
reared its head to same cor- 
ners of the US telecoms 
industry. 

Users of wireless tele- 
phones have benefited from 
a break-up of the old. duop- 
oly in the cell alar industry 
this year, with the first sighs 
of feUtog prices mid tetter 
service. Established 
long-distance companies 

long subject to competition, 

have seen an assault oh 
their market from a new 
breed of low-cost competi- 
tors- ..." V 

And, with its rapid 
growth, the promise of a 
telephony revolution .cour- 
tesy of the internet remedy 


in the wings. According to 
Mr Esrey at Sprint, the con- 
vergence of voice and data 

networks will yield a new 
generation of telephony ser- 
vices within two years that 
will have “very significant” 
benefits for the carriers that 
get there first. 

This will make the com- 
petitive - and regulatory - 
battle of the next five years 
very different from the 
decade-old struggle between 
local and long-distance carri- 
ers. 

Of the delays to competi- 
tion to traditional telephone 
networks, the FCC chairman 
says: “This is totally unsatis- 
factory. The internet can 
change the picture, introduc- 
ing competition In data and 
ultimately in video and 
voice." 

It may well be, as Mr 
Hundt says, that this “new 
battle is much more signifi- 
cant to the creation of a 
seamless global communica- 
tions network". If so. then 
the US is poised to be in the 
forefront. 
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THE LOCAL MARKET • By Richard Waters in New York 




Jury still out on deregulation 


The new world of 
competition 
predicted 18 
months ago has 
yet to emerge 

The question of whether 
deregulation of the country’s 
local calling monopolies is a 
temporary inconvenience or 
a fundamental flaw that will 
leave competition in US tele- 
coms still-born hangs over 
the industry like a dark 
cloud. 

The issue emerged almost 
a year ago when the court of 
appeals for the 8th Circuit 
decided that Federal regula- 
tors bad little power to chart 
the course for competition in 
the SlOObn market for local 
calls. 

It all seemed so different 
early last year. It was hoped 
that opening the local 
monopolies of the seven 
(now five) Baby Bells and 
GTE would spark competi- 
tion in local calling. Once 
this part of the market was 
opened, the Bells would be 
allowed to offer 


long-distance in their local 
areas. 

it scarcely seemed like 
hnbris at the time when 
Robert Allen, chairman of 
AT&T, claimed his company 
would soon grab 30 per cent 
of the local calling market 

Things could hardly look 
more different now. By early 
August, AT&T had amassed 
only 200,000 local calling cus- 
tomers in six states. MCI, 
the second largest 
long-distance company, had 
warned that its losses from 
local calling would reach 
$80 0m this year and more 
next due - it said - to the 

successful delaying tactics of 
the Baby Bells. 

Cable television compa- 
nies, which at one time bad 
seemed likely to become 
strong competitors, had 
largely backed away from 
plans to upgrade their net- 
works to carry telephone 
calls. And the plans of the 
Federal Communications 
Commission to create a sin- 
gle set of competitive rules 
for local markets around the 
country had effectively been 
overturned by the courts. 

It is too early, however, to 


pronounce this experiment 
in competition dead. The 
ambitions of some would-be 
competitors in the local mar- 
ket remain pndimTrwd. And 
Federal communications and 
anti-trust regulators have 
this summer set out a 
tougher regulatory stance 
that could speed the develop- 
ment of competition. 

“The 30 per cent is still a 
good target for us - [hut] the 
time period is frustrating,” 
Dan Schulman, vice-presi- 
dent for strategy and local 
marketing at AT&T, says. 
“We have great customer 
demand, but only limited 
ability to meet ft.” 

MCI has also reaffirmed its 
attack on local markets, 
despite the problems that 
news of its expected losses 
caused in relations with its 
prospective merger partner, 
B ritish Telecommunications. 

“We intend to become the 
nation's premier facilities- 
based provider of local ser- 
vices,” Tim Price, the compa- 
ny’s president, said after the 

annminramPTtt 

Would-be competitors in 
the local market claim they 
are being obstructed by the 


USER VIEW 


Sprint- 


The Dime Lady’s 
new dimensions 


The carrier is 
soon to emerge 
as one of the two 
top operators of 
wireless systems 

Ask any American phone 
user what image the name 
Sprint summons up. and 
the answer win probably be: 
“The Dime Lady 3 ”. 

Through one of the 
country's best-known 
advertising campaigns of 
recent years, featuring the 
actress Candice Bergen, the 
Kans as City-based company 
has drilled home a simple 
message: its long distance 
service is better and - at 10 
cents a minute - cheaper 
than most rivals. 

To this familiar imag e , 

Sprint will soon be trying to 
add new dimensions. In 
addition to being the 
country’s third largest 
long-distance carrier it will 
soon emerge as one of the 
two biggest operators of 
wireless systems, alongside 
AT&T. And, while other 
long-distance carriers are 
trying to enter the $100bn 
local telephony market 
another aspect of Sprint's 
business is likely to draw 
more attention: it already 
operates local networks in 
19 states and earns more 
from local telephony than 
from long distance. 

The forthcoming 
transformation of Sprint 
points to the upheaval 
under way in the US 
telecoms industry. The rush 
is on for all carriers to 
provide full services, from 
local and long-distance to 
internet and wireless phone 
services. “AH the portfolio 
of businesses we think are 
going to be necessary we 
have in our basket," says 
Bill Esrey, Sprint’s 
chairman. “The challenge is 
to integrate those 
businesses in the eyes of 
the customers as one 
Sprint” 

In its local business. 
Sprint may have a head 
start, but still feces 
daunting obstacles. Its local 
networks are mostly small 
and fragmented and do not 
leave it with any regional 
focus on which to build. 


Those limitations, 
however, may turn out to 
be a blessing in at least one 
regard. With new 
competitors looking to enter 
the biggest metropolitan 
mark ets first. Sprint’s 
mostly second-tier markets 
are not likely to attract as 
much competition. That 
could prolong their strong 
financial contribution: 
Sprint made $L3bn of 
operating income from 
revenues of $5.2bn in its 
local business last year, 
compared with $924m of 
operating income from 
revenues of $8.3bn in long 
distance, a difference in 
operating margin that 
reflects the state of the US 
telecoms industry at large. 

Offering local services to 
existing long-distance 
customers - or future 
wireless users - remains as 
tricky as it does for other 
carriers, though. Compared 
with MCI. which has set out 
to bufld its own local 
networks, Mr Esrey admits 
toa “goaiow” approach 
based around reselling 
capacity on the networks of 
the existing monopolies. 

There is nothing slow 
about Sprint's push into 
wireless. “We're a huge 
believer in wireless says 
Mr Esrey - a passion bom 
out in its ambition to 
establish the country’s first 
national system based on a 
single radio frequency. 

Since buying the licences to 
support this service, Sprint 
has demonstrated that the 
new and largely untried 
wireless technology ft is 
using, known as CDMA, 
works effectively. Also, 
despite an early software 
delay caused by a supplier, 
the company has launched 
in many cities and has its 
sights on a national 
advertising campaign. The 
next hurdle, says Andrew 
Sukawaty, head of Sprint 
PCS, is to demonstrate 
enough of a track record to 
be able to project its 
potential performance - 
and move into profit 

Despite the operational 
success, Sprint PCS’s future 
is far from clear. A joint 
venture with three cable TV 
groups, it was formed to 
develop wireless and 


fixed-wire services, bat 
retreated from the latter as 
the cable companies tinned 
away from telawmic The 
wireless bumness, Mr Esrey 
says, “is strategically 
important to us. It's not 
strategically important to 
them". 

That has led, inevitably, 
to discussions about 
whether the cable 
companies wdl back away 
from the business. “They 
have from time to time said 
they want to stay in the 
business, hut they would 
Him to Ti g h ten their 
financial load or realise 
same of the value of the 
business.” says Mr Esrey. 

Sprint, fen its part, is not 
keen to throw a lot more 
money at it, given the scale 
of its current commitment 
That may have set the stage 
for a potential initial public 
offering, though such a 
move is unlikely until Mr 
Sukawaty is able to 
demonstrate the likely 
financial progress of the 
venture. 

With so much at stake at 
home, it is hardly 
surprising that a second 
partnership - meant to 
provide a platform for 
Sprint’s global expansion - 
has taken a back seat 

Announced three years 
ago, Global One - an 
alliance with the French 
and German national 
carriers that also involved 
Sprint selling a 20 per cent 
stake In the company - has 
been operational for about a 
year. “In degree, it’s 
probably more important to 
our partners than it is to 
Sprint - we have such a 
huge job in this country," 
says Mr Esrey. 

Of prospects for a closer 
alliance with his European 
partners, he adds that a 
10-year standstill agreement 
limits the ability of either 
in raising its stake. But 
Sprint’s choice of assets in 
the US - and a track record 
in building and ffmricoHng 
advanced telecoms 
networks - will keep it high 
on the list of potential 
merger partners looking for 
a way into the US. 

Richard Waters 


existing monopoly carriers 
in two ways. 

One is the delay they expe- 
rience when signing up for- 
mer customers of one of the 
Baby Bells. The electronic 
links that connect the new 
entrants’ systems to those of 
existing local carriers are 
incapable of yielding the 
information needed to pro- 
vide a seamless service to 
new customers, the 
long-distance carriers claim. 

The other big area of com- 
plaint surrounds the foot- 
dragging on the part of the 
Bells, which have every 
incentive to provide a lower 
level of service to the cus- 
tomers of new rivals. 

This has rendered one pos- 


sible route into providing 
local services - as a simple 
resells of the Bells’ aviating 
network capacity - unattrac- 
tive. The inability to guaran- 
tee a high level of service to 
new customers meant that 
AT&T “had to back off 
entirely from m arketing in 
the state of California, and 
only take demand orders", 
says Mr Schulman. “Even 
so, we’re not happy with the 
end-to-end level of service” 
being provided by Pacific 
Telasis (now part of SBC 
Communications), he says. 

Against this background, 
the proponents of mare open 
competition have two main 
hopes to ding to. One is that 
Congress will choose to 


Ahead bn long-distance road 


ATnp.ritech.ane of the five 
Baby Bells, believes tl wOl ' 
soon be let loose in tbe - 
long-distance market. That 
would be an important step; 
for competition, as US -, 
telephone companies seek - 
' to turn themselves Into' - . . 


foil-service carriers. like^ 
the other local telephone 
c o mp anies, t-hmigh . ••‘I 1 - 7 

Ameritech. biased In the 
Mid-West, faces a tough Job ■}, 
If it Is to tarn itself into a -’ v 
national brand. (See jungle,. , 
page 14.) ' ^ 


revisit the Telecommunica- 
tions Act to repair what crit- 
ics see as the legislation’s 
shortcomings. 

This route is being pro- 
posed by Reed Hundt, outgo- 
ing chairman of the Federal 
Communications Commis- 
sion. Frustrated by the slow 
pace of deregulation, Mr 
Hundt last month called for 
some fine-tuning of last 
year’s Act On his wish-list 
of legislative changes: a 
clear definition of bow to 
apportion costs when local 
carriers sen services whole- 
sale to would-be competitors, 
more power for the FCC to 
interpret legislation and a 
fasts appeals process to set- 
tle disputes arising from the 
Act 

An attempt at such a fix. 
however, would provoke a 
return to the sort of intense 
lobbying that accompanied 
the original Act, making the 
outcome of any legislative 

pTY VQg «: highly vmrort-ofn 

Despite this, some of the 
uncertainty -that has sur- 
rounded Local market entry 
has lifted in recent months. 
The FCC may have been pre- 
vented by the appeals court 



Robert AHen, cha irma n of AT&T: 

from creating a national pri- 
cing formula based on its 
assessment of how costs 
ahrmifl be shared between 
different users of the net- 
work. The same methodol- 
ogy, however, underpins 
most of the state-level regu- 
lations that have now taken 
precedence. 

Also, the regulatory 
agency Tia« had one card left 
to play: until ft agrees that 
they have opened their local 
monopolies to competition, 
none of the Baby Bells will 
be able to enter the 
long-distance market. The 
FCC played this card last 
month when it rejected a 




request by Ameritech to 
enter the long-distance mar- 
ket in Michigan, the first for- 
mal appeal by a Bell to land 
on its desk. 

This is the second hope tor 
would-be rivals to the Bells. 
The Act may have its short- 
comings, but an aggressive 
stance from the FCC and the 
Justice Department could 
still go same way to patch- 
ing over the boles. While not 
the brave new world of com- 
petition predicted 18 months 
ago. ft could at least form 
the foundation for the even- 
tual arrival of real competi- 
tion in the largest part of the 
US telecoms market 


WGRELESS TELEPHONY • ' By' ^ ?? % 

More 
licence to 


compete? 


The arrival of new 
carriers in the 
PCS market both 
solves and creates 
problems 

While competition has been 
a long time coming in local 
services, there is at least one 
comer of the US telecoms 
world where deregulation is 
beginning to have a notable 
effect - though it has little 
to do with last year's Tele- 
communications Act 

The process of opening up 
the airwaves to competition 
among wireless companies 
has been under way since 
the middle of the decade, but 
it is only in the past few 
months that the effects of it 
have been felt by telephone 
users. A marketing 
o nslaug ht fr om a number of 
new carriers, the beginnings 
of aggressive price competi- 
tion and the introduction of 
many new services - every- 
thing Congress had hoped to 
set in train more widely with 
the passage of last year’s leg- 
islation — are the manifesta- 
tions of this ch a n ge. 

As with other parts of the 
US telecoms industry, how- 
ever, the arrival of competi- 
tion among wireless compa- 
nies has been accompanied 
by a large dose of instability. 
Wall Street’s confidence in 
the ability of some iff the 
new arrivals to make a profit 
is low, leading to a dearth of 
capital for the sector in 
recent months. The process 
of deregulation has been tur- 
bulent And - as in other 
parts of the industry - there 
is the distinct possibility of a 
rush of lawsuits between dif- 
ferent factions, muddying 
the competitive waters for 
some time to come. 

Until now, adoption of 
wireless telephony has been 
slower in the US than in 
some other developed coon- 
tries. About 18 per cent of 
Americans have cell phones 
compared with 25 per cent of 
western Europeans. 

This has, nevertheless, 
been a fastgrowing part of 
the communications indus- 
try. Revenues have grown by 
more than 20 per cent a year. 


topping $23bn in 1996, 
according to the Cellular 
Telecommunications Indus- 
try Association. But, with 
fewer new subscribers tak- 
ing to the air in 1996 (9m) 
than in 1995 (10m), there 
have also been “definite 
signs of growth slowing”, 
says Mark Lowenstein of the 
Yankee Group, a telecoms 
consultancy based in Boston. 

This year’s new wave of 
competition could help to 
change that Before the 
series of government auc- 
tions- that freed up large 
parts erf the waveband, only 
two cellular providers were 
licensed in each city. Now, 
in theory, there could be up 
to seven rival services. 

The construction of the 
networks supporting these 
new. socalled PCS (personal 
co mmuni cations services) 
systems has proceeded rap- 
idly in recent months. Of the 
country's 50 biggest cities, 42 
have at least one PCS ser- 
vice. says the Yankee Group: 
20 have two or more. 

The result has been the 
first shots in a war that 
could see prices plummet - 
one of Wall Street's biggest 
fears. On average, PCS pro- 
viders have already pitched 
their prices 20 per cent 
below the established cellu- 
lar competition, says Mr 
Lowenstein. Cellular compa- 
nies, while matching these 
figures in some areas, have 
avoided an outright price 
war, t h ar| V* mainly to fo** 
broader reach of their net- 
works. But as PCS providers 
penetrate US suburbs and 
countryside, price is likely to 
a.«wimtp central importance. 

Newcomers say that heavy 
marketing will stimulate 
pTKip g fo growth to offset this 
fall in prices. Andrew Suka- 
waty, who headed the suc- 
cessful launch of Orange, a 
UK wireless service, says 
competition in the US will be 
“like the UK, only more so". 
The American executive, 
who now heads Sprint’s 
wireless business, says the 
US is “a great consumer 
society. Service levels are 
high [and] consumer aware- 
ness is high, particularly in 
the electronics sector". 



Busy inaar a dop ti on of wrira leaa telephony has been relatively slow in the US. About 18 per cent of 
Americans have call phones compared with 25 per cent of western Europeans fo^nwan 


PCS providers have so for 
won strong reviews of their 
digital services, overcoming 
some of the initial scepti- 
cism about their claims of a 
superior sig n al. Bat technol- 
ogy remains a potentially 
limiting factor in the mar- 
ket’s growth: with three 
rival technologies to choose 
from, some users will need 
dual - or even triple - mode 
phones to travel around the 
country and still have their 
calls carried through a 
nearby network. 

Only AT&T (which is in 
the process of upgrading its 
cellular network to carry 
digital signals) and Sprint 
are likely to control then- 
own national networks. Oth- 
ers hope to achieve the same 
thing thro u g h aniannuK- Air- 
touch, for instance, has 
pooled its resources with 
those of Bell Atlantic and 
Nynex to try to overcome 
geographic shortcomings. 
“The trick is to make sure 
the systems are integrated," 
says Sam Ginn, Airtouch 

ffhairmah 

But financial markets 
remain concerned that the 
build-oat of these fledgling 
networks win prove more of 
a boon for consumers than 
for creditors and sharehold- 


ers. With prices falling and 
new licence holders lining 
up to raise the money to 
build their networks, a cloud 
of uncertainty has descended 
over the sector, dampening 
share prices. 

Adding to uncertainty has 
been the future of the 
so-called “C” Block licences 
- highly desirable 30mhz 
pieces of the radio spectrum 
that were auctioned two 
years ago. Successful bidders 
for these licences agreed, 
over time, to pay an average 
of nearly $40 for each poten- 
tial customer covered by the 
licences (POPs), more than 
double the amount paid in 
previous rounds . 

From the perspective of 
1997 that looks a high price 
indeed. Wall Street has 
baulked at financing the 
construction of “C" Block 
networks, concerned that 
the financial burden of 
licence payments prevent 
these companies from mak- 
ing a profit. The licence 
holders, in torn, have lobb- 
ied hard for the FCC to give 
them relief by lowering the 
payments - a ling that has 
prompted a sympathetic 
hearing in official circles 
and the threat of lawsuits 
from other bidders who have 


met their obligations. 

Whatever the outcome of 
this dispute, though, the for- 
tunes of the industry will 
depend most heavily on how 
far acceptance of the new 
industry spreads. Says Mr 
Lowenstein, of the Yankee 
Group: “The only way the 
market can support more 
than four competitors is if it 
is perceived as part of the 
overall telecommunications 
pie. not just wireless." 

Lower prices and better 
quality of calls will help. 
Also, new applications could 
eventually m ake ownership 
of part of the radio spectrum 
more valuable than a scepti- 
cal Wall Street believes. 

The so-called local loop - 
the last stretch of wire that 
links telephone users to the 
wider telephony networks - 
remains a bottleneck pre- 
venting the outbreak of open 
competition for local ser- 
vices. Wireless may prove a 
way around the problem: 
AT&T, for instance, says it 
bid for new PCS licences in 
the most recent rounds of 
auctions in the hopes of 
buil di n g . a hybrid wired/ 
wireless system that could 
give it a route around the 
Baby Bells that control the 
local networks. 


Embedded 

PowerPC" microprocessors. 

There's nothing tame about these chips. 

Beware of Motorola's embedded PowerPC™ microprocessor range. These keenly priced CPUs are ready to pounce, 
spitting ferocious new levels of performance, reliability, flexibility and hardware and software support Are you 
ready for dock speeds from 100 MHz to over 300 MHz, high integer performance, reduced power consumption, 
extended operating temperatures and both code and pin compatibility throughout the PowerPC range? 

Then upgrade to embedded PowerPC microprocessors, but make sure you're ready to face them. 

Contact any Motorola sales office or the Motorola Response Service, No. 10 Station Road, Manea, March, Cambridgeshire, PEI 5 QJL, UK. 
Telephone: 01354 688040. Fax: 01354 688248. e-mail: motiit@response-5ervices.co.uk 


www.irort.com/SP5 /PowerPC 
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When talk 


reany can 
be cheap 


More Americans .. 
should soon take 
advantage of the 
low-cost way to 
keep in touch 

Just a year ago, internet 
telephony was little' more 
than a hobby for hods and a 
way that penniless students 
could make free calls. Now it 
is set to enter the main- 
stream as a low-cost alterna- 
tive to traditional telephone 
service. 

In the US, the market for 
internet telephony is expec- 
ted to reach $30m next year. 
By 2004, animal spending on 
internet phone calls will 
rocket to $2bn, or more than 
4 per' cent . of US 
long-distance telephone reve- 
nues, according to Forrester 
Research, a market research 
group. 

“Internet telephony is 
about to get respectable," 

• says Christopher Mines, a 
telecommunications analyst 
with Forrester and the 
author of a recent report on 
the subject 

Businesses will take up 
the opportunity to cut then- 
phone bills by using new 
internet services once sound 
quality issues are resolved, 
predicts Mr Mines. His 
report identifies interna- 
tional falling , fax and intra- 
company phone calls as 
three types of communica- 
tion most suited to internet 
transport 

Internet users may still be 
sceptical, however. The first 
generation of internet tele- 
phony software, launched in 
1995, provided a means to 
talk only to people with the 
same software. Sound qual- 
ity was often poor, and inter- 
mittent delays forced users 
to adopt radio procedures 
such as saying “over" when 
they -had finished speaking. 

Another drawback was 
that the person being called 
had. to be equipped with the 
same software .as the person 
piaring the call: there were 
no technical standards for 
internet telephony. Also, 
both users had tip be hooked, 
up to the internet simulta- 
neously. In practice,, this 
often meant that contact . 
would be arranged ahead of 
-tfrnp y typically h? placing a 
conventional phone call. 

The . only big attraction 
was low cost-In most cases, 
internet telephony ;was free 


league. 

But internet telephony is 
now advancing' rapidly. The, 
big breakthrough is the 
introduction of new “gate- 
way, servers” that link the 
internet to- telephone net- 
works. In the “gateway”, 
analogue voice signals from 
a telephone' are converted 
into packets based on 
the internet Protocol (IP) 
standard, or visa versa. This 
enables personal computer 
users with internet links to 
plate calls to anyone with a 
telephone. Sales of gateway 
servers are expected to jnse 
from $5m in 1996 to ?6Qm 

this year and $L26hn In 5000, 

according . to - * market 
researchers. „ . 

Earlier last month, Vocal- 
Tec Communications _ of 
Israel; one of the leading 
suppliers of internet tele- 
phony software, announced 
alliances with internet tele- 
phony service providers^ in 
17 countries including the 
US, Australia, Canada,. 
China Ja pan and the UK. 

VocalTec software users in 


these countries will now be 
able to make calls from their 
personal computers to any 
telephone subscriber in 
these countries. These inter- 
net phone cafis will no lon- 
ger be free of charge, but 
will still be ai gnWwwrty less 
expensive than traditional 
phone calls. 

Biztrans Technologies of 
Virginia, for example, will 
charge only 22 cents a min- 
ute for calls from the US to 
Taiwan and South Korea. 
That compares with the 
more , than $1-80 a minute 
charged by AT&T, the lead- 
ing US long-distance tele- 
phone service company. !> 

The lower charges reflect 
. both technological and regu- 
latory issues. Internet tele- 
phony can compress many 
- conversations intn the band- 
width normally occupied by 
a single phase cab, reducing 
costs. Abo. fa the US, inter- j 
net telephony services are 
exempt from the telephone 
network access foes charged 
to tradifiOu^ $bOBd - rtir n fm- 

nies. *.-• ' 

Meanwhile, the sound 
quality of internet phone 
calls is also frqmving- “The 
quality is better than cell 
phones but not as good as 
regular phones,” says Eton. 
Gan or, chairman and chief 
executive of VocalTec. Mr 
Ganor predicts, however, 
that advances in technology 
will ensure tbatby next year 
most users will not be able 
to detect a difference in 
sound quality. 

As this new breed of inter- 
net telephony service provid- 
ers emerges, it might repre- 
sent a threat to traditional 
phone companies. Phillips 
Tairifica, a UK consulting 
group, estimates that US 
phone companies stand to 
lose $990m a year- in reve-, 
nues by 200L Leading Euro- 
pean carriers would also lose 
hundreds of millions of dol- 
lars. 

However, several leading 
phone companies are rising 
to the challenge. AT&T, for 
example, aims to make inter- 
net telephony a lucrative 
business. It is expected to 
offer internet telephony ser- 
vices between countries 
where it does not currently 
provide traditional 
long-distance phone services 
such as India and Japan. 

Similarly, Deutsche Tele- 
kom recently launched a test 
of internet-based phone ser- 
vices involving 1,000 busi- 


sound quality, they are still 
ahead. More importantly, the 
price advantage of inteniet 
telephony may be short 
lived. In the US - where 
internet use Is highest - reg- 
ulators may step in to 
impose the same charges 
that traditional long-distance 
phone companies pay’ to 
local phone companies to 
use their networks. Also, the 
cost of international calls is 
expected to tell sharply due. 
to regulatory changes. 

Nevertheless, ' the the 
emer gence of new, rapidly 
advancing interaettedmolo- 
gies poses a big challenge to 
the telecommunications 
industry. Much as the Inter- 
national Business Machines, 
Digital Equipment and other 
erstwhile titans of the com- 
puter industry have strug- 
gled to keep pace with 
Microsoft and Intel, so the 
long-time leaders of the tele- 
communications field may 

now -be forced, to keep pace 
with Cisco, S-Com and other 
internet technology leaders. 


for industry in limbo 


exploit the newly expanded 
market The most successful 
. will be those that offer cus- 
tomers reasonably priced 
"one-stop shopping,” with 
access to telephone services, 
. cable television and interac- 
tive communications 
through a single network. 

"Alliances are key and 
marketing Is crudaL" says 
Mr Drai Ghose >, a telecoms 
analyst at James Capel in 
Toronto. The CRTC is likely 
to make further decisions by 
the.end of the year and few 
analysts expect significant 
announcements before then. 
The commission is scheduled 
to rule on the Stentor com- 
panies* revenue require- 
ments, which will form the 
basis of a local rate regime 
to remain in effect through 
2001. Rate hikes during the 
four-year price cap regime 
will be restricted by a pro- 
ductivity gains formula. 

The ruling will be the com- 
mission's third step toward 
rebalancing below-cost local 
rates and long-distance tar- 
iffs that subsidise local ser- 
vice. The CRTC has already 
approved a reduction from 
1998 in the contribution 
charges paid by 
long-distance competitors to 
the Stentor alliance, forcing 



The Canadian parliament: legislators could create a market freer titan the US 


the carriers to compensate 
by requesting higher local 
rates. The CRTC has pledged 
to review the price cap 
regime before it expires, but 
it is not yet clear when cost- 
based pricing will take 
effect. Analysts suggest 
much depends on the suc- 
cess the Stentor companies 
have in adjusting to the new 
competitive framework. 

In a separate ruling this 


autumn, the CRTC is widely 
expected to exempt Stentor 
companies from the current 
requirement that they file 
long-distance tariffs with the 
commission, a time-consum- 
ing regulation that prevents 
the 11 companies from 
responding quickly to new 
developments and marketing 
strategies. Competitors such 
as AT&T and Sprint Canada 
are not required to seek tar- 


iff approval under the 1992 
ruling that liberalised the 
long-distance market. Over- 
coming other lingering regu- 
latory burdens in an increas- 
ingly competitive market is 
perhaps the most pressing 
challenge facing Stentor. 
which now* accounts for less 
than 70 par cent of the coun- 
try's estimated C$7.5bn 
long-distance market. 

“We're the last bastion of 


regulation," says Mr Mike 
Murphy. Stentor’s vice presi- 
dent of government rela- 
tions. Despite the concern, 
the Stentor companies seem 
well positioned to take 
advantage of new opportuni- 
ties in local markets. Many 
of the carriers, or their par- 
ent companies, have the 
resources to invest in tech- 
nology that will enable them 
to move into the cable televi- 
sion markets quickly. The 
Stentor companies, however, 
will be challenged by the 
CRTCs 4.5 per cent per year 
productivity gain target, 
which must be met before 
they can increase rates. 
Improving productivity and 
marketing new services 
while losing local market 
share will prove a difficult 
task for the alliance. 

Wireless communications 
upstarts are expected to 
thrive in Canada's liberal- 
ised market. With some 
Stentor carriers and cable 
companies seeing wireless 
partners as a means to 
broaden services, the new 
wireless providers could 
increase their subscriber 
base by about 25 per cent per 
year. Cable companies, bur- 
dened by large debts, will be 
hard pressed to purchase 
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switching gear and establish 
a network with two-way 
capability. Analysts predict 
their revenues will drop 
. between 2 per cent and 5 per 
cent annually over the next 
few years as consumers 
switch to other multiple ser- 
vice providers. Resellers, 
which compete by reselling 
services purchased at a dis- 
count from the telephone 
companies, could be 
squeezed out of the market 
as the Stentor carriers will 
no longer be required to 
make their services available 
at wholesale rates. 

Despite potential opportu- 
nities created by local 
deregulation, the industry 
remains largely in limbo 
pending the CRTC rulings 
later this year. Sources point 
out that implementation 
could be delayed by court 
challenges, such as one filed 
by Rogers Cable to keep BC 
Telecom out of the broadcast 
distribution market, though 
analysts doubt they will see 
in Canada the intense legal 
action that has hamp ered US 
efforts to liberalise its indus- 
try. Many observers, in fact, 
expect a thriving deregu- 
lated telecommunications 
sector in Canada long before 
it comes to pass in the US. 
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6 FT Telecoms 


Business issues 


THE FUTURE OF ACCOUNTING RATES * By Annie Turner 


Bell tolls for old system 


The artificially high charges for 
overseas calls imposed by the world's 
monopolies are unlikely to be able to 
survive the process of liberalisation 
that is now taking place 


Competition between 
telecoms operators in most 
developed countries is 
undermining the long-stand- 
ing "accounting rate" sys- 
tem, through which the 
world's telecoms monopolies 
have traditionally divvied up 
international call revenue. 
Until now, the system has 
protected high Internationa] 
call charges from real com- 
petition on many interna- 
tional routes. 

Now analysts and many of 
those within the industry 
believe the accounting rate 
may be on its last legs. Irene 
Cackett, marketing director 
with the UK company Ener- 
gis says: “We are very posi- 
tive about the accounting 
rate regime disappearing - 
we are seeing signs of radi- 
cal change. It means that we 
can strike deals and bring 
prices down.” 

Discussions between the 
US telecoms regulator, the 
Federal Communications 
Commission (FCO. the 
global orchestra tor of tele- 
coms affairs, the Interna- 
tional Teleco mmuni cation 


Union (ITU), seem to be at 
stalemate. 

They are unable to agree 
about how and at what 

speed to reform the system 
to better reflect real costs, 
with the FCC threatening 
unilateral action. 

In the meantime, new 
competitors are finding their 
own ways of overturning tra- 
dition. Countries that have 
clung to high international 
call rates are coming under 
siege from callback opera- 
tors. Normally based in the 
US these companies provide 
services which, in effect, pro- 
vide overseas customers 
with a dial tone from the US, 
which has some of the 
cheapest International call 
charges In the world. For 
many overseas callers, 
charges are a fraction of the 
cost of nailing from home, 
even taking into account the 
callback operator's fees. 

Callback is not the only 
threat Operators - monopo- 
lies, former monopolies and 
new competitors - are turn- 
ing on each other with call 
traffic “re filing '*- Here a call 


between two countries 
where a high accounting 
rate is set is diverted 
through a third country 
enjoying a lower rate to the 
destination country - the 
destination country loses 
revenue and the conspira- 
tors split the difference. 

Maev Sullivan, a London- 
based international telecoms 
consultant, says: “Interna- 
tional traffic is turning into 
an arbitrage game, taking 
advantage of the discrepan- 
cies in the accounting rate 
system.” 

Now, even the ITU talks 
resignedly of accounting rate 
“melt-down” as it tries to 
hold the undermined system 
together. In the US. the 
“accounting” rate has long 

been a r unnin g sore, with 

US operators paying out 
more than $5bn per year for 
the delivery of their calls 
overseas: as US international 
calls are cheap, far more 
calls are made from the US 
than to it. 

The FCC is determined to 
force accounting rates down 
and reverse this growing def- 
icit of payments. At the end 
of August, it introduced its 
own tariff scale for account- 
ing rate settlements, to 
which US carriers will be 
obliged to adhere. The scale 
is based on countries' gross 
domestic products, not the 
cost of supplying the service. 


which itself has created a 
furore. 

The FCC has grouped 
countries into three income 
categories (high, middle and 
low) and plans to force US 
carriers to pay no more than 
the settlement rate it has 
deemed appropriate. The 
scheme will be phased in 
over the next five years, 
with the least developed 
economies given the greatest 
amount of Htwp to comply. 

Although it is making 
progress, with the next big 
meeting planned for Decem- 
ber, the ITU Is between a 
rock and a hard place. Its 
poorer member nations are 
furious at the US's partisan 
action. They also claim, with 
some justification, that they 
need the money made on 
international calls to develop 
their network. Furthermore, 
for many poor nations, 
accounting rate settlements 
are one of the few sources of 
hard currency. As a United 
Nations agency, the ITU has 
far more undeveloped than 
developed nations as mem- 
bers, and the rule is one 
member one vote. 

Yet things are not as bleak 
as they seem. The FCC’s 
demands will be met 
through other developments. 
“The FCC is not in a position 
to tell the rest of the world 
what to do, hut it has cer- 
tainly woken it up and 


added urgency to the pro- 
cess." said a spokesman far 
one US carrier. 

The accounting rate is' 
doomed in the European 
Union anyway: from Janu- 
ary l, 1998, the EU win have 
a single telecoms market. 
Interconnect arrangements 
between national operators’ 
networks are being put -in 
place (if they do not exist 
already) and similar agree- 
ments, substantially below 
accounting rates, w£Q apply 
to international calls. In 
addition, pan-European oper- 
ators - typically made up of 
alliances between the most 
powerful national carriers - 
will ride rough-shod over the 
old system. 

Some of the biggest Pacific - 
region carriers, too, are tak- 
ing a proactive stance. Ear- 
lier this year, Japan's Koku- 
sai Denshin Denwa (KDD) 
and AT&T filed a new, flexi- 
ble revenue mechanism with 
the FCC, eschewing the 
accounting rate system. At 
the time, Tsunekazu Matsu- 
daira. managing director of 
the international affair ^ 
department for the Tokyo- 
based KDD said, “It is not 
the cost, it is the market 
price which will determine 
the rate of settlement - oth- 
erwise we will not be com- 
petitive." 

Australia's Telstra Corp 
brokered alternative settle- 


AT&T TRfVESTmiRE • By Alan Carve 


Break-up proves wise move 


The growth of Lucent Technologies 
since AT&T was split into three is 
evidence that manufacturing and 
operations are best carried out by 
separately owned companies 


It was, Henry Schacht, 
chairman and chief execu- 
tive of Lucent Technologies, 
argued “one of the most cou- 
rageous and insightful busi- 
ness decisions ever made”. 

He was talking about the 
decision in September 1995 
to split AT&T, America's 
largest telecoms company, 
into three separate 
operations. Hie loss-making 
computer division and man- 
ufacturing arm, including 
the world renowned Bell 
Labs, were floated off, leav- 
ing them to stand on their 
own feet. 

Two years on, the wisdom 
of the break-up and the sub- 
sequent flotation of Lucent, 
as the manufacturing arm 
was renamed, seems abun- 
dantly clear. Lncent has 
expanded to become the 
world's largest telecoms 
manufacturer, ahead of 
Alcatel of France, with 
annual revenues well in 
excess of $23bn. 

Every quarter since the 
trivestiture has seen spec- 
tacularly improved figures. 
For the third quarter of the 
current year, the company 
reported net income of 
S213m on revenues of 
S6.34bn compared with net 
income of S72m on revenues 
of S5.36bn for the same 
period the year before. 

Lucent’s renaissance is 
the strongest evidence that 
manufacturing and 
operations are best carried 
out by separately owned 
companies in today’s rapid- 
ly-changing telecoms envi- 


ronment. Liberalisation and 
deregulation are opening 
the doors to a galaxy of new 
operators, all seeking the 
most advanced and cost-ef- 
fective equipment 

“Half the problem in man- 
ufacturing is keeping np 
with the number of new car- 
riers all providing value 
added services," says 
Howard Shaw, managing 
director of Ascom Ttmeplex, 
the Swiss-based telecoms 
manufacturer. 

In the US, long-distance 
operators and regional oper- 
ating companies are being 
thrown into direct conflict 
as competition opens np. 
Internationally, the larger 
operators are forming stra- 
tegic alliances in order to 
tight for the business of 
large international custom- 
ers. 

With so many -potential 
customers to address, no 
manufacturer can afford to 
be closely identified with 
any one operator. Before the 
trivestiture, the manufactur- 
ing operations within AT&T 
were suffering. “The pres- 
sure for change was sub- 
stantial," Mr Schacht says. 

On the other side of the 
coin, most of the world’s 
operators were keen to take 
advantage of AT&T's superb 
technology, but were inhib- 
ited from doing so by a 
reluctance to bny from a 
direct competitor. 

The trivestiture, however, 
opened the floodgates. Mr 
Schacht describes the split- 
ting off and flotation of the 


company as: “the opportu- 
nity of a lifetime. It was a 
marvellous opportunity to 
start again with blank slates 
- even if it was mildly 
inconvenient to have them 
all blank at the same time”. 

Time was indeed a scarce 
commodity. The trivestiture 
was announced in October 
1995, the manufacturing 
unit was renamed Lncent 
Technologies in February 
1996 and the initial public 
offering of stock took place 
hi April 1996. The spin-off 
was completed in September 
1996 when AT&T distributed 
Its shares in Lncent to 
AT&T shareholders. 

Mr Schacht describes the 
way the company set about 
preparing itself for market 
as getting things “roughly 
right". 

He says^ “We did not have 
the liberty to take a lot of 
time to do things properly. 
That was one of the paints 
of genius in Bob’s [Robert 
Allen, AT&T chairman] 
scheme.” 

From a shareholders’ 
point of view, the results, 
roughly right or not, have 
been satisfactory. From $27 
at the time of the IPO, the 
shares have risen to high of 
about $90 this year and are 
currently around the $80 
mark. The price/earnings 
ratio is about 87. 

Customers now include 
many of the regional operat- 
ing companies who still see 
AT&T as a competitor and 
the group is growing in 
Europe where sales were 
once smalL 

The group's commitment 
to Europe was underlined 
earlier this year with the 
appointment of Ben Ver- 
waayen as president of 
international operations 
with responsibility for 


Europe, the Middle East, 
Africa, Asia/Pacific, the 
Caribbean and Latin Amer- 
ica. 

Mr Verwaayen was for- 
merly president of PPT Tele- 
com, the national operator 
in the Netherlands and a. 
founder of Unisonrce, the 
pan European alliance of 
PTT Telecom, Telia of Swe- 
den and Swiss Telecom, 

Richard McGinn, Lncent 
chief operating officer, 
believes the company is now 
ideally placed to benefit 
from the huge changes in 
the marketplace: “We are 
approaching an inflexion 
point fn the industry 
because of people’s insatia- 
ble desire for communicar 
tions,” he says. “Much of 
that is network based." 

The company comprises 
four operating units: net- 
work systems where grow- 
ing demand for internet, 
data and fox services is driv- 
ing revenue growth, micro- 
electronic products, busi- 
ness communications 
systems and consumer prod- 
nets. 

Consumer products - 
essentially telephone hand- 
sets - has been a trouble- 
some area for Lucent with 
revenues declining as cus- 
tomers shift from telephone 
rental to outright purchase. 

Earlier this year the com- 
pany moved to solve the 
problem of its smallest and 
least profitable division 
through a merger with the 
consumer communications 
unit of Philips of the Nether- 
lands. The jointly owned 
business, a S2JSbn company, 
will be called Philips Con- 
sumer Communications and 
aims to be the .world's lead- 
ing supplier of corded and 
cordless phones, answering 
machmpc as well as wireless 


systems. 

Lucent's commercial drive 
Is underpinned by some of 
the world's best technolo- 
gists. Bell Labs, perhaps the 
most famous telecoms 
research facilities in the 
world is a key part of the 
company. 

The commercial connec- 
tion Is underlined, however, 
by the fact that Dan Stan-, 
zione is president of both 
the Labs and Lucent's Net- 
work Systems division. 

An important decision 
was to set the budget for 
research and development 
as a moveable feast at II per 
cant of revenues with the 
budget for pure research" at 
1 per cent of revenues. The 
result, according to Mr Stan- 
zione, is “less stability hut 
more excitement", as 
researchers develop an 
intense interest in how reve- 
nues are growing:. 

Among the technological ■ 
development Bell research- 
ers have unveiled in the 
past few months is a*'high 
capacity optical transmis- 
sion system that will allow 
operators of advanced SDH 
(synchronous digital hierar- 
chy) networks to transmit 
the equivalent of 500,000 
telephone calls via a single 
optical fibre over distances 
of op to 360 kilometres and 
a new kind of optical fibre, 
TrueWave, which malms it 
possible to transmit differ- 
ent colours of light simulta- 
neously, significantly 
increasing the capacity of 
communications networks. 

It is also a leader in 
improving the quality of 
internet telephony, a tech- 
nology which, by lowering 
the cost of international 
calls, may fund amen tall y 
change the nature of global 
telecommunications. 



Hanoi phone box: for many pew nations, accounting rate settlements provide hard currency SaedtUmar 


ment arrangements with 
KDD in 1996. Unless other 
Asian carriers act quickly,* 
they face losing their trim-, 
sparffic and European traffic 
to carriers such as Telstra 
and KDD. 

Yet another international . 
agreement . will affect 
accounting rates, regardless 
of the FCC’s measures. This 
February pledges made at 
the World Trade Organisa- 
tion talks paved' the way 
-towards the liberalisation of 
telecoms in 70 countries. 


which will mean competition 
and lower prices for all types 
of calls. 

In a paper* presented in 
Brasilia in July Drs Peter A. 
Steam and Tim Kelly of the 
ITU paid that, “Most likely 
for the foreseeable future, a 
number of arrangements 
will exist side by side.” 

These arrangements are 
likely to include a system 
whereby all foreign opera- 
tors pay the same account- 
ing rate for delivery of calls 
in any particular country. 


Another could see the origi- 
nating operator having far 
greater choice about which 
of the* overseas network ele- 
ments it wants to use in any 
particular case, based on 
knowing the price of each 
one. A third scheme could be 
simply that the sender takes 
all; a fourth that the 
accounting rate regime is 
used where appropriate. 
*Liberodsation and Reform of 
International Telecommuni- 
cations Settlement Arrange- 
ments 


THE BT/MCI MERGER 


Hidden dimension 
to historic deal 


A $2bn computer 
unit would 
be central to the 
strategy of 
Concert 

It is. a piece of well-known 
business history that on 
November 3. 1996, BT and 
MCI announced plans to 
form Concert, what the two 
companies have called “the 
world's first global commu- 
nications: company". 

It is . also well established 
that despite recent trials 
threatening the deal , com- 
bining the global assets of 
BT and MCI - as well as the 
companies' 25 global ven- 
tures and 44 international 
alliances - would, in theory 
at least, produce a powerful 
force in world telecoms. 

Whatever form the final 
terms take, it is equally 
clear that Concert will 
begin its operations with 
the firm aim of increasing 
its 6 per cent share of the 
$670bn worldwide communi- 
cations market, which is 
expected to be worth 
$1000bn by 2000. 

What a lot of casual 
observers may not know, 
however, is that a massive 
$2bn computer business - 
sp ecialising in systems inte- 
gration - is being created 
as a by-product of the deal 

Current plans call for BT 
and MCI, which will con- 
tinue to operate in their 
respective countries under 
their existing names, to 
raise systems integration to 
the top of the combined 


company's organisational 
chart - where it would be 
one of only five Concert 
operating units. This would 
put it on a level corporate 
footing with the BT and 
MCI businesses - and 
alongside Concert Interna- 
tional and Concert Operat- 
.ing Allianc es. The new unit 
- will have a workforce of 
10,000, whose energies will 
* be directed towards systems 
integration projects and 
network support facilities 
in morn than. 70 countries. 

Of course, being a $Zbn 
contributor to a $43bn com- 
bined, business venture does 
not- guarantee the success 
of the unit, which merges 
MCI's Systemhouse 
operations with British 
Telecom’s Syutegra systems 
integration business. 

Unlike the overall merger 
between MCI and BT, MCI 
is here the larger partner 
and is expected to be at the 
core of the combined 
systems integration opera- . 
tion. MCI Systemhouse 
itself (known as SHL Sys- 
temhouse in its operations 
outside the US) was actu- 
ally the product of MCTs 
1995 acquisition of the 
Canadian-based SHL Sys- 
temhouse. It is positioned 
by MCI as a “single-source’’ 
provider of convergence 
products and services that 
aims to address the net- 
working, communications, 
consulting and IT needs of 
its corporate customers. 

This “one-stop shopping" 
approach has led the com- 
pany to provide a huge 
range of products and ser- 


vices including systems 
integration, Intern et/in tra- 
cer system design, corpo- 
rate messaging, training 
and education and data 
warehousing. In addition, it 
has offered Year 2000 (“mil- 
lennium bomb”) solutions, 
technology deployment ser- 
vices, process industry man- 
agement, outsourcing and 
function outsourcing, as 
'well as help desk and call 
centre services. 

- Meanwhile, BTs Syntegra 
also, brings a global perspec- 
tive to the deal About six 
mouths, after Systemhouse 
was acquired by MCI, Syn- 
tegra announced its acquisi- 
tion of the French Systems 
company, Europe Informa ti- 
que. This was just part of 
an bngfting programme of 
expansion through acquisi- 
tion and- alliances. 

The goal of the new unit 
will be to put BT and MCI 
at the centre of business 
enterprises. Telecoms com- 
panies increasingly wish to 
be seen not just as provid- 
ers of basic telephone ser- 
vices but as having a role 
that is critical to their busi- 
ness customers’ strategy. 

By finding ways to “add 
value” and extend the parts 
of the enterprise to which 
they can offer products and 
services, companies such as 
BT and MCI aim to improve 
customer loyalty, add more 
profitable products and ser- 
vices to their portfolio. 

Geoff 
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See you at TELECOM INTERACTIVE ’97: Sept. S — 14, Geneva, Palexpo. Booth #1680 
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We connect. 


To connect people and businesses from Asia, Europe, the Americas and all other parts of the globe, NTT stands on a firm understanding of 
local ideas, people and places^ This September, NTT has started a full range of global businesses. 

■ Global System Integration; The NTT Group has been actively promoting its systems integration business for corporate 
infocommunications network systems to meet multinational companies' global information needs. NTT has 13 overseas offices for system 
integration, 3 of which are in Europe — London, Paris, and Diisseldorf — to provide full support to customers’ facilities. 

■Overseas Carrier Business: NTT will continue to construct basic telecommunications networks in Asian countries, such as Thailand, the 
Philippines, and Indonesia. Participation in the Malaysian Multimedia Super Corridor (MSC) project is an example of our developing 
advanced multimedia systems. NTT is actively moving toward its goal through the Asian Multimedia Forum (AMF) to develop multimedia 
applications and platforms in the Asian-Pacific region together with 18 other AMF members. 

■ Global Communications Services; It is NTTs vision that it connects European countries, the U.S., and Asian countries, including Japan, 
with a high-speed infocommunications highway to provide global end-to-end services. On September 1st to fulfill its vision, NTT began its 
global communications services through worldwide subsidiaries. 

NTT — - connecting you with the world. 


Touching the world through multimedia 


TOKYOtHead OffiarVBANGKQK/BEUING/HANGI/HONG KONG'JAKAJITAfcVALA LUMPURMANlLA/SHANGHAI/SINCAPORfiGENEVA/LONDON/PARlSflJUSSELDORF/NEW YOKK/MOUNTA1N VEWAOS ANGELES/RJO DE JANEIRO 

www.nttinfo.ntt.co.jp 
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INTERNET SECURITY • By Philip Manchester 




Cyberspace? That will do 



sir 


Improvements to security suggest 
that paying for goods and services 
over the net could soon seem as 
natural as taking cash from an 
automated teller machine 


Fears about security are 
cited as a barrier to expand- 
ing the use of the internet 
and the world wide web as 
media for electronic com- 
merce. But increasingly, 
these fears are based on 
ignorance of the improve- 
ments that have been made 
to internet technol o gy. 

The evidence that security 
is less of a concern than it 
once was is apparent in the 
success of key web sites 
such as Amazon.com, the 
online bookshop, and Expe- 
dia.com, Microsoft’s o nlin e 
travel agency. Amazon's 
turnover is reported to be 
doubling every quarter and 
Expedia claims $2m a week 
in revenues. In addition, a 
recent survey by Gemini 
Consulting in the US says 
that 39 per cent of internet 
users have placed orders 
online and 23 per cent have 
made payments through the 
internet 


“Security on the internet 
is certainly an issue - but 
not one that should cause 
paralysis," says Randall 
Hancock, director of Gemi- 
ni’s strategic research group 
in Cambridge, Massachu- 
setts. "It is a question of 
what level of security is 
required within a specific 
context" 

Mr Hancock goes on to say 
that making payments via 
the internet is actually safer 
than other ways of doing 
bosiness. 

“It is far more secure to 
carry out transactions on a 
secure internet server than 
it is to quote your credit 
card number over the tele- 
phone or give your card to a 
waiter in a restaurant - you 
don’t know what might hap- 
pen to it in those circum- 
stances. My view is that it is 
less of a risk and far less 
costly to process transac- 
tions electronically.'' 


The lower level of risk has 
a lot to do. with improve- 
ments in internet infrastrut> 
ture. "We can be confident 
that the base 'technology to 
allow secure financial trans- 
actions over the internet is 
now in place," says Frank 
Eastaughffe, international 
director of telecommunica- 
tions at the UK consultancy. 


The battle now, according 
to Mr Eastaughffe. is to 
change people's perceptions. 
The current effort by the big 
banks and financial Institu- 
tions to introduce standards 
such as the Secure Elec- 
tronic Transaction (SET) and 
Open Buying on the Internet 
(OBI) should, he says, help 
to reassure both consumers 
and businesses. 

“And on top of that, the 
concept of the trusted third 
party - where a consumer is 
issued with a secure digital 
signature that authenticates 
their identity - will also 
help to increase confidence. 
GTE has a scheme called 
Cybertrust, for g*«rnpip that 
does this.” 

Dr Tim King, a digital 
commerce specialist at the 
consultants CSC, sees the 



One of tba world's first cashpoints being isiradodki Britain in the 
1960s: the Idea of electronic commerce is no more out tond fa h 


real breakthrough coming 
with the spread of online 
banking. "People are a lot 
more inclined to go for elec- 
tronic commerce if they can 
see the big banfea and finan- 
cial institutions taking the 


lead. The Swedish bank S-E 
Banken has shown, for 
example, that its customers 
are a lot more receptive to 
going online than might 
have been thought," he says. 

“The bank introduced an 


online service . last- year 
expecting about 10,QW eas- 
terners to -use" it By June 
1997 it had 60,000.cu£tomers 
and was executing: 42,000 
transactions a" day. And . it 
had cut ihe cost of process- 
ing transactions from abbot ; 
a dollar to g cents by getting, 
the customer to enter, their . 
own Information.. -The haul? 
also found that /it greatly' 
im'proved its- reputation 
because people felt they ' 
were getting & better ser- 
vice.”.' •' ; ' 

Dr King adds that some 
organisations .are actually, 
using the Security issue as 
an excuse for holding back 
bn developing electronic 
commerce: “Some of the. 
banks, for example, are fall- 
ing behind because they do 
not see that the internet is; 
changing the whole value 
chain ni their business. They 
should look to the successful- 
sites — ■ like ' Amazon or ESI. 
fha .electronic share d paling , 
system which now has 60,000 
subscribers. They have hot 
been put off by the security 
issue." - ' • 

Mr Eastaughffe of Logica 
agrees and notes that the 
-.real. Issue is about providing 


the right kind of facilities for 
customers. “The trick is to 
.come up with, services that 
people want to use because 
they, are convenient. Then 
they won't be so concerned 
about- any real or perceived 

lack of security," he says. 

Y.-Ur Hancock of Gemini 
also says that security can 
be a false barrier to building 
electronic . commerce 
systems: “1 don't really 
believe it Is an issue any 
more. If you can offer cus- 
tomers more for. less, then 
they will come and they 
■ won't worry about the secu- 
rity any more' than they 
would worry about writing a 
cheque and putting it in the 
man The successful online 
businesses have added value 
far their customers and cut 
their casts." 

.. . He adds that there are 
actions that can be taken to 
helpthe process along- “One 
key area is that -of liability. 
In the US, for example, 
credit cards are only liable 
up to $50 in fraudulent 
t ransact ions — so the worse 
that raw happen is that I lose 
$50 if some hacker gets hold 
of my credit card number. 
There is no liability limit on 


cheques - so it is much 
more insecure to send one 
through the post than to 
type your credit card num- 
ber into a secure internet 
system- AT&T has recently 
waived liability altogether 
on electronic transactions - 
because ' they are happy that 
the system is secure 
enough," says Mr Han cock. 

The debate over security 
on the Internet has, of 
course, been skewed by. the 
very public n ature of tech- 
nology. If a security problem 
occurs, literally the whole 
world knows about it within 
hours. As Mr Eastaughffe of 
LQtrji-g points out, this was 
not the case with earlier 
technology developments. 
“When banks first intro- 
duced ATMs they could keep 
the lid on any problems 
because they were entirely 
within - their control The 
internet is not like that and 
one bad story sets everyone 
back - even though it is 
likely to be an isolated inci- 
dent In five or so years, 
when everyone is used to 
electronic commerce, they 
will see it as no more 
remarkable than getting 
caqfr from an ATM.” 


INTERNET INFRASTRUCTURE • .By Michael Dempsey 






Gaining speed on the superhighway 


PRODUCT UPDATE 


The commercial adoption of internet 
technology means multi-billion dollar 
business for equipment vendors. 
What must they do to sustain the 
momentum? 
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The rise in corporate use of 
the internet and the growth 
of company Intranets has 
meant lucrative business for 
the telecommunications 
companies and computer 
networking specialists. 

Cisco is a $6Abn US con- 
cern that says it has 
installed some 80 per cent of 
the computers, known as 
hubs, that provide the core 
connectivity far the internet 
Paul Mountford, UK in a nag , 
ing director, defines the com- 
pany’s work as “intelligent 
plumbing”: if several 
machines in your office have 
a joint point of connection to 
the internet it’s very likely 
that Cisco has provided it. 
“Hubs are the spot where 
the cables meet" Mr Mount- 
ford explains, “ours range 
from $200 for the smallest 
unit up to $100,000 for a very 
large hub hooking up all the 
cahling for one building." 

Beyond the local hub sig- 
nals encounter routers and 
switches on their journey 
through the galaxy of elec- 
tronic mail addresses. Rout- 
ers can be items of hard- 
ware, running dedicated 
programs that require signif- 
icant processing power. But 
Cisco offers a catalogue of 
routing products that con- 
sists of software, its Internet 
Operating System. Again, 
the market is huge: indepen- 
dent US analysts Dataquest 
reckons sales of routers into 


the internet marketplace 
will climb from $1.5bn In 
1996 to $4J5bn by the year 
2000. 

There is, however, a catch 
to *h!a phenomenal growth. 
The more people use inter- 
net technology, the slower it 
becomes. According to Mr 
Mountford, $2bn worth of 
business is now transacted 
over the internet annually, 
but frustrations at response 
times are hindering the com- 
mercial adoption of the tech- 
nology. 

Cisco is trying to address 
this problem by adding intel- 
ligence to its routers so they 
can automatically switch to 
another connection, avoiding 
the internet logjam ahead.- 
The great hope of Cisco is its 
Big. Fast Router, or BFR. 
dose to commercial release, 
the BFR is being billed as 
the device that will raise the 
curtain on “a much faster 
internet”. Essentially, it will 
be pre-programmed to take 
more decisions, “choosing" a 
smart route to the end 
address. 

Newbridge Networks, an 
Ottawa-based switch-maker 
turning over C$L2bn, shares 
Cisco’s concerns about 
speed. Like Cisco it is mak- 
ing big money from the 
internet, exploiting Asy- 
chronous Transfer Mode 
technology, which allows 
voice, video and computer 
data to be mixed in one sig- 



Ai their leisure . . . surfaro at one of London’s net cates: business users are less tolerant of slow-responss times 


nal and is therefore a key 
net protocol. It recognises, 
however, that an internet- 
friendly climate breeds prob- 
lems. 

“When you have thou- 
sands of new users accessing 
a service every month you 
get a knock-on effect, 
response times suffer as the 
occupancy rate rises, and 
data can get lost," says Mike 
Wilksinson, Newbridge mar- 
keting manager for Europe. 

“The major issue is the 
need to tailor the internet so 
it can meet the requirements 


of the business community. 
They want to work with a 
guaranteed service and the 
current infrastructure can’t 
do that," says Mr Wilkinson. 

The physical components 
of a more robust service are 
being put in place. 

The US company Ascend 
makes devices that use soft- 
ware to hanriig huge num- 
bers of calls, doing away 
with the need for thousands 
of conventional lines. 
Formed in 1989, the company 
has seen turnover rocket 
from $150m to $550m 


between 1995 and 1996. 
Known as Remote Access 
Concentratrors its units 
reduce the need for routing 
hardware and appeal 
directly to the internet ser- 
vice providers (ISPs). 
According to Dataquest the 
Access Concentrator Market 
grew from $250m in 1995 to 
$500m In 1996 and will hit 
$5.3bn by 2000. “Our busi- 
ness is now primarily ISP 
driven,” says Phil Holcraft, 
Ascend country manager for 
the UK. The company sells 
equipment to 28 of the top 30 


ADSL TECHNOLOGY • By Geoff Wheelwright 


Carriers offer service to 
lighten the internet load 
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The Asynchronous Digital Subscriber 
line should mean the end of one of 
users' biggest frustrations: the length 
of time it takes to upload and 
download web site material 


The low-speed, low-tech 
world that pioneering inter- 
net users have lived with 
since 1984 is about to be 
overturned. No longer will 
pictures take for ever to load 
when looking at graphics- 
filled pages on the world 
wide web - or audio “web- 
casts " (also known as inter- 
net radio) be subject to 
delays, timeouts and data 
transmission speeds so slow 
that they often make the 
greatest high-tech applica- 
tions unusable. 

ADSL (Asynchronous Digi- 
tal Subscriber Line) technol- 
ogy is going to drive this 
change. A way of sending 
data over standard copper 
telephone wires, it promises 
transmission speeds up to 
100 times faster than those 
achievable over existing pop- 
ular personal computer 
modems. 

Most computers sold over 
the past year have come 
equipped with modems that 
operate at 28.8 kilobits per 
second (although since 
Christmas some have offered 
speeds of 33.6kbps or 
56kbps). ADSL-based inter- 
net systems offer the possi- 


bility of connections that 
run between L5 and 8 mega- 
bits per second (equivalent 
to 1500kbps or 8000kbps). 

At those speeds, whole 
new categories of applica- 
tions become possible - 
everything from full-frame 
video and “TV” transmission 
over the internet to video- 
conferencing to high-perfor- 
mance, real-time, "virtual 
reality” games. 

In Canada, for example, 
many of the big telephone 
com pani es are either already 
offering ADSL or have well- 
advanced launch plans for-it 
Canada's traditional phone 
companies are sharing their 
experience of ADSL In an 
industry alliance called S ten- 
tor, which includes BC Tel 
Bell Canada, Island Tel, 
Manitoba Telecom Services 
Inc, Maritime Tel & Tel, 
NBTel NewTel Communica- 
tions, NorthwesTel, Quebec- 
TeL Sasktel and Telus. 

According to Tom Hope, 
who is president of Stentor’s 
Canadian Network Manage- 
ment organisation and chief 
technology officer of Stentor 
Resource Centre (which han- 
dles much of the day-to-day 


development and delivery of 
national products and ser- 
vices) there are huge chal- 
lenges and opportunities in 
Canada for solutions such as 
ADSL. 

Mr Hope says the environ- 
ment created by technologi- 
cal changes will be funda- 
mentally different from 
today's - and that it will 
require whole new business 
paradigms. “Services will 
evolve from local or 
long-distance voice and data 
into an exciting array of new 
applications,” he suggests. 
“Distance learning, remote 
medicine, electronic com- 
merce and other innovations 
will become commonplace. 
In tom. this could mean that 
the customer might not be 
billed according to time, dis- 
tance or media any more. 
Rather, h illing will be based 
on the value of the applica- 
tion and the capability used. 
Perhaps, customers won't 
have to pay for certain ser- 
vices at all Sponsors or 'new 
age advertisers' will pick up 
the cost instead." 

The companies that com- 
prise the Stentor Alliance 
have been aggressive in 
backing the quick roll-out of 
ADSL. It started in Saskatch- 
ewan, where SaskTel last 
year introduced the first 
commercial residential inter- 
net access using ADSL tech- 
nology on a copper pair 
(with download speeds of 

< 


1.544 megabits per second 
and uploads of 64 kilobits 
per second). 

The local Saskatchewan 
service has been imple- 
mented as part of Stentor’s 
national Sympatico internet 
access service. Known as 
Sympatico High Speed, the 
service (which includes an 
ADSL modem and unlimited 
internet access at ADSL 
speeds) has been offered to 
consumers at $69.95 per 
month. SaskTel has made 
much of the fact that its 
ADSL service saves internet 
enthusiasts from having to 
take a second phone line: it 
allows voice cabs to be made 
while the ADSL line is in use 
for internet access. 

Other Stentor companies - 
including BC Tel Bell Can- 
ada, the Manitoba Telephone ■ 
System and the New Bruns- 
wick Telephone Company 
Limited (NB Tel) - are cur- 
rently doing trials of ADSL 
technology In various ' 
regions of the country, with 
some expected to “go live" 
as commercial services later 
this year. 

Meanwhile, in France, the 
market leader France Tele- 
com is working to Ex pand its 
Internet offerings with 
high-speed services via 
cable, satellite and ADSL. 
For internet access using 
ADSL technology, a special 
device is installed on the 
subscriber's telephone tine 
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SIB tor sore eyes? GrapMcs-flfed home pages look good but have 
often caused transmission cfiffieultfea 


to separate telephone traffic 
from internet traffic. A data 
cable connects this splitter 
and the computer, which 
remains connected to the 
phone network via a modem. 
An additional board (Ether- 
net) and a connection pro- 
gram are also installed in 
the computer. 

France Telecom says tins 
technique enables use of a 
single telephone line for data 
access, while maintaining 
the availability of a phone 
service: customers can con- 
tinue to make or receive 


calls as they browse internet 
sites. After a technical test 
in Lannion, the first 
full-scale implementation of 
ADSL will be in the Paris 
suburb of Noisy-le-Grand, fo r 
both home and business sub- 
scribers. 

Finally, it has recently 
Jeen predicted that British 
Telecom will next spring 
begin offering ADSL services 
in the UK alongside the Inte- 
grated Services Digital Net- 
work (ISDN) data lines it has 
been rolling out to British 
customers in recent years. 


pior mobile 

the mobile 
switchboard 



ISPs: its concentrators cost 
between $3,000 and $180,000. 

With customers such as 
British Telecommunications 
or London's Colt telecoms 
group Ascend is driving hard 
into the sector. It his just 
launched a set of high-speed 
switches costing $80,000 spe- 
cifically to solve the problem 
Of traffic capacity within the 
internet 

This specialist sector 
seems to guarantee a busy 
decade ahead for businesses 
that know what to put in 
that network black box. 
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Final call for human voice? 


Internal web sites arid electronic mail 
are greatly reducing companies' 
reliance on the -telephone. Why is this 
both good news and bad news for the 
telecoms carriers? 


: The . Internet and the 
- privately nm intranet based 
on internet technology look 
set to replace telephone and 
Toail services for a substan- 
tial part of business commu- 
nications. . . 

This new -technology is a 
much cheaper way of con- 
ducting. complex and. lane- 
scale co mmiinipiirtnp^ It 
also makes it possible to 
ensure that most messages 
get through to addressees at 
the first attempt and that 
sizeable documents are eas- 
ily delivered. 

Unlike the internet, the 
intranet can. by using 
screening devices such as 
firewalls and proxy servers, 
filter out rogue information 
and offer business users 
greater confidentiality. 
Wholly under the control of 
the company using it, rather 
than being available to the 
public at large, it can aisn 
provide more manageable 
bandwidth. This makes it a 
serious rival to the tele- 
phone and to postal and cou- 


rier services. 

. According to a report pub- 
lished earlier this year by 
the investment bask Dur- 
lacher and the market 
research company Romtec, 
the intranet will, {& the next 
few years, become the pri- 
mary means of business 
communication. 

The volume of internet 
and intranet business traffic 
is expected to exceed that of 
voice traffic within five 
years. At least 40 per cent of 
businesses and perhaps as 
many as two- thirds will be 
running intranets by that 
time, a study by Prodata 
Partners estimates. 

Intranet equipment will be 
outselling internet equip- 
ment by more than 10 to one 
by the year 2000, according 
to International Data Corpo- 
ration (IDC). 

Intra-company and inter- 
company communications 
alike will be carried across 
networks that use Internet 
protocols and procedures, 
particularly TCP/IP (Trans- 


J'HkEPHONE « fBy Michael Dempsey 

Different 
countries, 
one number 


Refinements to 

freephone 

services should 

benefit 

multinational 

companies 

Phone calls for free are not 
only attractive to the public 
but also represent big busi- 
ness for the telecoms indus- 
try. Schema, a 25-strong Lon- 
don-based telecoms 
consultancy, .estimates- that 
toll-free calls - whereby 
commercial organisations 
reach deep into their pockets 
in the name of customer ser- 
vice - generated revenues of 
$15bn for US telephone oper- 
ators in 1996. 

The traditional freephone 
number suffers from one 
drawback, however: it 
changes from country to 
country. Many international 
magazines feature consumer- 
oriented adverts. Glance at 
the bottom of the page and 
you find a US toll-free num- 
ber followed by a separate 
code for potential overseas 
customers. 

In the interests of standar- 
disation, the International 
Telecoms Union has devised 
the Universal International 
Freephone .. International 
Number (UIFN) scheme. To 
get on to the free line, a cal- 
-ier dials a three-digit coun- 
try code followed by 8QQ and 
then an eight-digit number. 
By February this year the 
ITU had received 20,000 
applications for the num- 
bers, the first of which were 
issued in June. 

UIFN applications have to 
be made through a telephone 
-company but the costs are 
not pro hibiti ve. 

“The frU charges us £75 
_for a number application. We 
charge the customer £100 for 
the number set-up service," 
says^ Berenice Caveney. a 
freephone product manager 
for Cable & Wireless Com- 
munications, which since 
July has consisted of the UK 
operations of Mercury. ' 
Nynex, Ben Cablemedia and 
Videotron. For C&W the 
attractions of UFTN emerge 
in charges per minute. “The 
price of a call will depend on 
where it. originated.” says 
Ms Caveney. So a UE?N cal- 
ler whose destination has 
employed C&W Communica- 
tions will dock up 36 pence 
a minute if they call from 
France, or £1.10 if they call 
from Japan. Ms Caveney 
adds that volume discounts 
will apply- 






not every telecoms company 
thinks UFTN is revolntion- 
■ ary. 

Energis is a 500-strong 
operation wholly owned by 
the UK power utility 
National Grid that b as seen 
its turnover jump r 
cent from £42^m to £97.im 
between 1996-97. ft was 
granted an 

telecoms licence by the US 
Department of Trade ana 
Industry in December ana 
has conducted an info™* 
poll of its customer baseto 

investigate demand for free- 
phone services. I*®** 
Puplett, a product manager 


with Energis. discovered “a 
certain reluctance to jump" 
in the direction of UIFN. 

“A lot of people have 
applied for numbers uncer- 
tain as to whether it will 
work in reality," she says. 

One concern of Energis 
customers was the propen- 
sity of freephone numbers to 
attract nuisance calls. This 
can be countered if the caller 
is required to share some of 
the cost, perhaps paying for 
a long-distance call at a local 
rate. Of the 50 diants Ms 
Puplett spoke to, 60 per cent | 
expressed an interest in 
shared-cost calls. The attrac- 
tion, however, might pall in 
practice: it is relatively easy , 
to devise a freephone num- 
ber that is instantly recog- 
nisable across the globe but 
shared cost is difficult to 
communicate in a single 
code. 

Not that UIFNs are with- 
out technical challenges for 
some countries. TeleNor, the 
Norwegian PTT. is ready to 
work with UIFNs, but Knot 
Viddal-Ervik. a manager 
dealing with freephone prod- 
ucts, says customers should 
find out whether internal 
exchanges need reprogram- 
ming first of alL "Companies 
with older PABXs should 
contact their vendor." he 
warns. 

Mr Viddal-Ervik points to 
intelligent nodes, computer 
switches programmed to 
carry out tasks that previ- 
ously required human inter- 
vention. as the way forward 
in freephone services. “In 
the UK you dial a toll-free 
number and it goes into a 
Mercury or BT exchange. 
Those exchanges figure it 
belongs to Norway. So it’s 
routed to an intelligent node 
in Norway and goes straight 
to the call centre of the cus- 
tomer where it's answered in 
the langaage the call origi- 
nates from," he explains. 

Meanwhile, the Cam- 
bridge-based Netcall Tech- 
nologies, a Computer Tele- 
phony Integration specialist 
founded in 1987 and employ- 
ing 50 staff, is offering an 
alternative approach to free 
phone c«Us for customers. 
The company has developed 
software linking the internet 
and private company 
switches. It for example, a 
member of the public is 
looking for somewhere to. 
stay in a certain town they 
can visit the internet page 
listing hotels there and hit a 
Netcall Icon that asks them 
to enter their phone number. 
The system then prompts 
the commercial user, in this 


mrr; 


that person. 

Call centres can use a ver- 
sion of this technology called 
Webex, which provides the 
intelligence that routes 
internet queries through to 
the right support group for a 
particular product for free. 
Webex costs £300 - £500 per 
operator position and is used 
by the computers and ser- 
vices group, Bulk 

UIFN may provide a fur- 
ther boost to call-centre 
technology, already booming 
as companies attempt to 
offer high levels of user sup- 
port for technical products. 


mission Control Protocol/In- 
ternet Protocol). 

Already many business 
people, tired of playing "tele- 
phone tag”, have realised 
that sending an e-mail 
across the internet is a more 
effective way of making con- 
tact. The spread of the intra- 
net will greatly reinforce 
this trend. 

Perhaps the biggest 
savings from the intranet 
will come from the distribu- 
tion of standard information 
throughout an organisation. 
The intranet is a tool to 
improve conventional com- 
munications, for example by 
acting as a platform for cor- 
porate information such as 
the internal phone directory, 
diaries and timetables. 

Such information quickly 
becomes out of date. In elec- 
tronic format, however, it 
can - in theory, anyway - 
be revised as soon as a 
change occurs and made 
immediately available to all 
staff through a browser. 

This type of use of the 
intranet may represent a 
modest increase in informa- 
tion technology and telecom- 
munications budgets, but it 
promises a very sharp cut in 
expenditure on printing, 
transport, storage and costs 
in terms of staff time. 


As intranets are Increas- 
ingly extended into "extra- 
nets". encompassing custom- 
ers and suppliers as well as 
staff, voice traffic may be 
further reduced. Phone calls 
to establish stock positions 
or confirm orders will be 
replaced by electronic mes- 
sages. 

What does this mean for 
the carriers? 

As Mark Lillycrop, a direc- 
tor of the market research 
company Xephon, points 
out, increased demand for 
bandwidth is good news for 
the telecommunications 
companies, but increased 
competition from systems 
integrators and internet ser- 
vice providers is threaten- 
ing. 

The intranet adds to the 
challenges that the carriers 
already face from deregu- 
lation. Convergence of tele- 
communications and com- 
puters is creating many new 
competitors and is forcing 
the carriers into some defen- 
sive allian ces. 

"The telecommunications 
companies need to beware of 
being bypassed and losing 
control." says Mr Lillycrop. 

The carriers have been 
slow to recognise the impor- 
tance of the internet and 
intranets. Companies that 


arc seeking to build extra- 
nets in order to get into elec- 
tronic commerce now have a 
choice of suppliers. 

Mr Ade AJibulu, senior 
consultant at the research 
company, Analysys, thinks 
that the carriers will face 
tough competition from 
systems integrators such as 
EDS, Andersen Consulting 
and IBM. New technology 
partnerships such as that 
between Siemens and 3Com 
look set to increase the pres- 
sure. 

BT has risen to the chal- 
lenge by launching a range 
of intranet services with 
Microsoft, Including intranet 
outsourcing contracts. 

This was the first signifi- 
cant announcement of a 
complete intranet service by 
a carrier in Europe. Other 
carriers, including Global 
One ^Deutsche Telekom, 
France Telecom and Sprint) 
and AT&T, are understood 
to be developing similar 
packages. BT will proride 
the network, Microsoft the 
software expertise for the 
service. Microsoft's 
Exchange groupware prod- 
uct will become part of the 
offering. The service will be 
based on Digital hardware 
and Cisco routing and 
switching devices. 
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End of Uw One: the Idea of the company swi t chbo ar d is increaajngJy anachronistic 


Several other leading 
information technology com- 
panies. including Andersen 
Consulting, Computacenter 
and SAP are collaborating 
with BT and Microsoft on 
the technology and have 
undertaken to proride other 
products and facilities on top 
of the s tandar d service from 
BT and Microsoft. 

The initial target market 
is large corporations that 
either do not want to make a 
big capital investment in 
building their own intranets 
or do not have the resources 
to do so. especially given the 
pressures of the year 2000 
date conversion and single 
European currency projects. 

BT's intranet product 


manager Mr Wayne Donald- 
son says the market poten- 
tial is so huge that BT 
decided a couple of years ago 
it could not ignore it "We 
have no choice but to be in 
it." he says. 

He believes the company 
has won credibility by devel- 
oping a large intranet of its 
own. 

Around 65,000 BT staff - 
about half of the total - are 
on the intranet, which is 
reckoned to have made 
around £740m worth of 
saving in its third year of 
operation. On distribution of 
price lists to salesmen alone 
it is saving around £18m a 
year, says Mr Donaldson. 
"As people get used to it 


they want to do more with 
it." be notes. 

The BT chief executive Sir 
Peter B onfield and other 
senior managers keep their 
schedules on the system, 
which means staff and secre- 
taries do not have to spend 
time making telephone 
enquiries. 

BT's intranet also has 
"sub-intranets" or closed 
user groups for people in the 
same area of work, such as 
engineers or sales staff. 
These operate as a cheaper 
form of groupware. 

Thus BT will have a 
ready-made point of refer- 
ence as it gears up to com- 
pete in this huge and crucial 
new arena. 





Now you’re not 


just free to choose. 
You’re free to do better. 


Now you can change your freephone operator 


without changing your freephone number. You’re 


free to discover that not all 0800 numbers 


are created equal. That AT&T, the people 


who carry more FreePhone calls than anyone 


else, can offer you a whole range of additional. 


value added 0800 services. Find out about an 


0800 number that works as hard to grow your 


business as you do. Call us now. Later. Whenever. 


Now the choice really is yours. 0800 064 8000. 


BUSINESS JUST GOT AN EDGE. 





23-NP-FT-A-9-10 In the UK, the AT&T Freephone service is supplied by AT&T Communications (UK) LTD. 
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Have been building 
communications networks 
since before we were born. 


Meet Lucent Technologies. 

The former systems and technology divisions of AT&T, plus Bell Labs. 

127 years experience building communications networks (also integrated circuits, components, etc.). 
Currently busy installing wireless systems around globe, pioneering advances in Internet telephony 
and designing/implementing multilingual call centers. 


Have worked with 24 of world's top 25 network operators. 
Would like to work with you. 

If interested, call Lucent Technologies. 

(New name, old pro). 


mm. 
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©1997 Lucent Technologies 
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We make the things that make communications work.™ 
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They 'think’ therefore they can 
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The benefits of 
systems that 
many computers 
and switches are 
ever increasing 

More th a n a decade ago 
AT&T was looking fop an 
easier way to provide auto- 
mated 0800 services. The tra- 
ditional telephone network 
is designed to handle the 
. simple situation where A 
pays money to make a can to 
B. and where both parties 
are at fixed points is the net- 
work. Freephone services 
like 0800, in contrast, are 
geographically scattered, 
and the toll is charged to B. 

What came out of the 
AT&T work was a worldwide 
standards initiative defining 
a concept called the Intelli- 
gent Network (IN). With the 
active encouragement of the 
computer vendors, which 
until then had generally 
been excluded from the pub- 
lic exchange sites, a set of 
proposals began to develop. 
At their heart was how com- 
puter technology could am- 
ple with telephone switches, 
through standard interfaces, 
creating a set of new con- 
cepts such as the Service 
Control Point (SCP) and the 


Intelligent Peripheral (TP) to 
make the IN. 

An SCP is essentially a 
centralised computer plat- 
form that communicates 
with the telephone switches 
to make decisions about a 
service. An IP is a local com- 
puter platform performing 
functions such as interactive 
voice response. If a televi- 
sion programme offers you a 
set of numbers to dial so you 
can vote for Britain's Euro- 
vision entry, for example, 
you will probably ring into 
an IF and have your vote 
recorded on the SCP. 

For all the Jargon, the 
underlying principle is sim- 
ple. “What an IN consists of 
is a computer platform that 
you connect to your 
switches,” says Eric Tho- 
lome, product Hnp manager 
at Nortel GSM Wireless Net- 
works. Computing power is 
used to add the intelligence, 
leaving the network free to 
do what it was designed for 
- connecting party A to 
party B. 

The standard IN services 
are defined in a specification 
called Capability Set 1 (CS2). 
This includes some of the 
basics such as freephone, 
card services and premium 
rate lines, but by no means 
covers everything the tech- 


nology is now capable of. 
There are two ways of 
looking at this. One is to say 
that caaly CSl features are 
true IN. The other is to say 
that, thanks to the unprece- 
dented increase in comput- 
ing power over the past few 
years, IN has become a 
broader concept, one in 
which it is not really possi- 
ble to define a single set of 
services that will meet all 
operators' needs. 

Indeed, the emphasis in 
the IN world has shifted 
away from the provision of a 
standard service to how easy 
services are to design, test 
and implement: flexibility 
and time to market are the 
key concepts. 

The speed with which the 
necessary technology can 
now be linked into the oper- 
ator's billing system and put 
into use is perhaps the big- 
gest triumph for IN. New 
services used to take years 
to introduce, since they 
required telephone switches 
to he re-engineered. With the 
intelligence relocated to a 
more general-purpose com- 
puting platform, implemen- 
tation times are down from 
years to weeks. And fine 
tuning those services has 
become a real possibility. 

“There have been many 



Totals’ 3 John Staton: says adaptability is key to the future of IN 


times when the marketeers 
have defined a service that 
the engineers have imple- 
mented, but as soon as it’s 
been out there providing an 
IN service, something has 
changed," comments John 
Sinden, business develop- 
ment director at the UK- 
based equipment provider 
TeJsis. “It has become 
extremely important to be 
able to easily modify a ser- 
vice once it is up and run- 
ning." 

Chris Burke, director of 


networks operation and 
engineering at Energis. the 
telecoms subsidiary of the 
UK National Grid, adds: 
“People are getting pretty 
sophisticated in the free- 
phone and premium rate 
market, and some user appli- 
cations require the user to 
have more control over the 
service than previously. In 
the old days you'd call up 
your service provider and 
say, 'I want to alter the way 
this 0800 number behaves, 
effective from two months' 


DMPW 


First class for mail order 


What a company 
dependant on 
direct-response 
advertising gains 
from IN services 

Time was when an business 
could expect to get from a 
telephone service provider 
was a telephone number, 
with nothing more 
sophisticated than a 
standard off-peak discount 
as added value. 

Service providers have to 
keep their offerings a lot 
sharper these days. The 
growth in Intelligent 
Network technology has 
enabled them to set up and 
manage a business service 
with greater speed and offer 
more flexibility. 

Instead of supplying 
individual numbered lines, 
the trend now is to provide 
an effectively numberless 
set of digital lines, and to 
sell the user a flexible 
numbering policy around it 
This can combine different 
types of services -including 
freephone numbers and 
direct telephone lines - that 
are implemented in software 
on the service provider’s 
equipment All the services 
work over the same set of 
actual physical lines and all 
are supported by 


automatically generated 
management reports. 

One user of such services 
is Direct Mobile Phone 
Warehouse (DMPW). a 
Manchester-based business 
that sells Orange and 
One-To-One services to 
more than 17,000 customers 
at “factory prices". DMPW 
is a pretty straightforward 
direct sales company: 
potential customers see the 
company's advertisements 
in the press, mak e a wifi and 
order & service. However, 
the form in which DMPW 
takes the calls actually 
makes an enormous 
difference to the company’s 
bottom line. 

“We have achieved cost 
savings in the region of 50 
per cent," says DMPW 
partner Jesse 
Meredith-Watts. “That's 
significant when you're 
spending four or five grand 
a month." 

DMPW takes its telephone 
services through a single 
batch of Integrated Services 
Digital Network (ISDN) ; 
lines from the North-West 
based telecommunications 
provider Norweb. These 
lines serve a variety of 
purposes, but perhaps the 
most striking is their use for 
22 Norweb FreeConnect 
numbers. DMPW customers 
who call one of these 


advertised 0800 numbers 
come in over the same set of 
lines, to the same team of 
sales staff, complete with 
the calling line 
identification (CU) 
information that says where 
they are calling from. 

This has allowed DMPW 
to measure the effectiveness 
of its advertising. “The 
telephone system and the 
freephone numbers allow 
me to place a differ ent 
freephone number in every 
media source - the Sun, the 
Star. Exchange and Mart. 
Auto Trader and so on,” Mr 
Meredith-Watts says. “In the 
past, I’ve had one freephone 
number to cover all our 
media sources, and it was 
often very difficult to 
establish which source the 
customer saw without 
boring them with 
questions." 

The batch of lines works 
in the same way regardless 
of the volume of calls on 
any one number. “It offers 
me flexibility: instead of 
having to decide Til have 
three lines for one number, 
three lines for another 
number and so on, I can 
take 20 calls on any one 
number at any one time," 

Mr Meredith-Watts says. 

“Each number 
individually is not a huge 
issue, but when you add 


them together it's certainly 
improved the way that we 
operate and has assisted us 
in phenomenal growth." 

The freephone service 
provider Norweb stays 
closely involved, Mr 
Meredith-Watts says, and is 
able to get new lines and 
numbers installed and 
running quickly. This 
means the company gets the 
infrastructure to keep up 
with the development of its 
business. For example, it 
has just begun selling 
Qne-2-One. “As that took 
off, all I needed to do was 
order another 10 lines,” says 
Mr Meredith-Watts. "The 
line does not have to go 
with a particular number, 
so if I wanted. I could decide 
to have 30 lines and 300 
numbers." 

To Mr Meredith-Watts's 
knowledge, the system has 
never been so overloaded 
that a customer cannot get 
through. The usage reports 
for the lines are carefully 
monitored so the need for 
an increase in capacity can 
be identified and met at 
short notice. Mr 
Meredith-Watts says 
Norweb would be able to 
integrate a further batch of 
freephone numbers easily 
and have them up and 
running within 24 hours. 

The inbound railing 


information provided by the 
lines has had an important 
impact on operating 
margins, principally by 
helping DMPW know that a 
potential customer is 
legitimate. “You want to 
know that the person is 
railing from the place they 
say they are calling from, 
and that is indeed a 
fundamental,” Mr 
Meredith-Watts explains. 
“As a result of the system, 
we have almost negligible 
amounts of fraud - 
something the mail-order 
mobile phone business is 
traditionally very bad for.” 

Much of the intelligence 
of the DMPW system is 
provided by equipment that 
the company has bought 
itself and connected to the 
Norweb lines. 

The cost and flexibility of 
those lines, however, is a 
sign of how rapidly the 
telecommunications service 
business is evolving. These 
days, the commodity 
product is raw connectivity, 
lines sold in batches at a 
discount The added value 
lies in the service provider's 
ability to allow the 
customer a free and flexible 
use of the connectivity they 
have bought 

Bob Whitehouse 
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Extremely good - in parts 


Alliances offer 
nany things. Full 
jlobal coverage is 
lot one of them 

lerce competition among 
lobal alliances to sign up 
ew partners is matched 
nly by fierce competition 
h* multinational customers, 
ut what can a customer 
jasonably expect from a 
lobal alliance such as Con- 
art or Global One? 

“AH the alliances are try- 
ig to form links with the 
rimh er one or number two 
■lecoms operator in each 
uuntry,” says Barry 
liarfps, head of performance 
ad pricing at the research 
msultancy Ovum. “They 
eed to have a partner, 
*pnt or bi-lateral agreement 
L ail the different countries, 
ad once agreements have 
»en made, they can offer 
istomers a strong, infe- 
sted sendee." / “ ; _ 

To date, the main; affiances 
US T- r ..' ’ /•- ’ 

Concert, which includes’ 
r and MCI currently merg- 
e, as weH as Telefonica 
id its Latin American 
ciks, Portugal Telecom, 
flenar of Norway and Tele- 
inmar k of Denmark. 

Global One, which cou- 
rts of Deutsche Telekom, 
ance Telecom, Sprint and 
rimers. . 

WorldPartners/Uni- 

urce, made upof AT&T, 
ilecom Italia, KPN of the 
jthfiriands, -the Swiss PTT 
■lecoms operator), Mg & 
reden, Telstra of Australia, 
ogapore Telecom and rth- 
s. WoridPartners and Urn- 
urce are closely linked, 
miprh some PTTs are m 


one group but not the other. 

• Cable & Wireless Strictly 
speaking, this is not an alli- 
ance, but C&W is repre- 
sented in many countries. 
There has been much specu- 
lation that it might join an 
alliance, perhaps Global 
One. It is strong in Asia 
pacific and the UK. 

• Sita/Equant This is argu- 
ably the world’s largest data 
network, though not as 
strong on voice, and not an . 
alliance of traditional telcos. 

• Nynex, which is merging 
with another US telco. Bell 
Atlantic, is known to be 
interested in the interna- 
tional scene. 

The main services that 
multinationals are buying 
from global alliances Include 
virtual private networks 
. (which give the impression 
of being private networks, 
but are managed by the alli- 
ances on their own net- 
works) and Frame Relay for 
linking data networks. 

Alliances promise three 
Wnafa benefits to businesses: 
■'cost savings, one-stop shop- 
ping and integrated services. 

Mr Eliades says: "Global 
aiiianras offer quite signifi- 
cant discounts. In the US, 
there's tariff 12, which 
allows a large telco - such 
as AT&T - to agree a tariff 
specific to a particular com- 
pany, and file it with the 
Federal Communications 
Commission. 

“Some companies can get 
30-40 per cent discounts, and 
global alliances will be able 
to offer something si mil ar. 
There are still some regula- 
tory issues, but they can be 
overcome" 

The fact that multination- 
als can offer an alliance a 


high volume of traffic puts 
them in a strong bargaining 
position. 

Mr John Talbot, European 
telecoms manager at the 
Ford Motor Company (see 
case study), says he is mak- 
ing significant savings over 
local PTT rates by using 
Concert for international 
traffic from Europe. 

The benefit of one-stop 
shopping is taking longer to 
prove. In theory, the cus- 
tomer of a global alliance 
only has to deal with one 
point of contact for the 
whole world. “Unfortu- 
nately,’’ says Mr E Hades, 
“the reality is different. A lot 
of suppliers forming alli- 
ances are at a fairly early 
stage, though the need to 
deal with more than one per 
son is diwiiniiihinp compared 
with a year ago." 

One-stop shopping should 
in time free large organisa- 
tions from the burden of 
dealing with lots of different 
national operators. “A multi- 
national which manages its 
own network has to have 
resources all over the place," 
says Mr Eliades. "By con- 
trast, virtual private net- 
works are generally man- 
aged by the global alliance, 
reducing the need for hard- 
to-find telecoms staff” 

Alliances can also offer a 
more integrated service. 
However, Ovum believes “it 
will be some time before 
business links trickle 
through into the physical 
integration of networks. This 
is even more tricky outside 
the US and Europe." 

Didier Delepine, president 
and chief executive of 
Equant, says: "Ours is the 
only fully-meshed network. 


We foresee at least one of 
the current alliances break- 
ing apart, while it will be 
another two to three years 
before any of the alliances 
are fully functional" 

Another benefit of global 
alliances is that they some- 
times enable multinationals 
to bypass regulations in 
some of the countries where 
their traffic originates. “You 
can sign a deal with Concert 
in New York, says Mr 
Eliades, “and bypass the 
restrictions that BT has in 
the UK. 

“You could have a flat rate 
of, say, % a minute for a 
national call irrespective of 
country. This would mean a 
lower total bill but might 
mean paying a bit more than 
the going rate in liberalised 
markets." 

Yet there are some poten- 
tial hazards for would-be 
global affiance users. 

The alliances are not able 
to offer the same products in 
all markets. This may 
become a problem for them. 
“Feature-rich services which 
add value are starting to 
become more important than 
price,” says Dave Sexton, 
head of business networks at 
Cable & Wireless. 

For the business user, lack 
of adaptability and flexibility 
might be as big a problem as 
lack of uxffiormity. This is 
because the allian ces can 
demand fairly long-term 
raimpfrirignte 

Mr EUades.says: “It can be 
difficult to extricate yourself 
from a global alliance. You 
may have to sign up for 
three or four years. Some 
multinational customers fear 
that they will lose control of 
their telecoms network and 


that they will not be able to 
make changes to it fast 
enough. 

“A good price-control 
mechanism is also critical 
otherwise as telecoms 
charges change, your con- 
tract will become less com- 
petitive." 

Mr Eliades recommends 
building some kind of bench- 
marking into the contract 
He says users should set an 
external factor, such as price 
changes, as the trigger for 
reconsidering their terms or 
specify a regular review 
date. 

The ability of alliances to 
meet fee needs of multina- 
tionals may ultimately 
depend on their size and 
composition. At present, 
they are mainly made up of 
telcos with other utilities, 
such as power, water and 
rail companies (with net- 
works) as partners. 

Few of the constituent 
companies have much 
involvement in computing. 
Mr Eliades expects this to 
change. "We could see 
people like Microsoft, IBM, 
News International or Time 
Warner playing a bigger role 
as they start to view tele- 
coms as another vehicle for 
their services and content” 

As well as getting more 
diverse, alliances are likely 
to get bigger. Today, a multi- 
national has to match its 
geographic footprint to the 
strengths of the alliances. In 
practice, most offer two tiers 
of service: good coverage in 
some areas, and a hybrid 
arrangement in others. A 
very dispersed multinational 
would be hard pressed to 
find an alliance that could 
meet all its needs. 


time'. Some now want that 
sort of ability in real time - 
to have different routing pat- 
terns they can control from 
their own site." 

This desire for flexibility is 
not restricted to the larger 
corporations- Smaller compa- 
nies that pride themselves 
on local service are just as 
likely to need to make 
changes. Mr Burke gives the 
example of a firm of plumb- 
ers: if it hires a new partner 
who is based, say, in Devon 
(x- loses a partner based, say. 
in Somerset, its customers' 
calls will have to be re- 
routed. 

One of the biggest poten- 
tial areas for IN services is 
in mobile communications - 
particularly, the ability to 
forge links between mobile 
and conventional services. 
The mobile network knows 
where its subscribers are at 
any moment. This informa- 
tion can be linked in to IP 
devices that, for example, 
play pre-recorded messages 
in response to customer 
prompts. 

According to Mr Tholome. 
for example, a restaurant 
could have an arrangement 
with the network operator 
whereby a mobile user inter- 
rogating the mobile network 
for somewhere to eat could 


bear a recorded message 
from a nearby restaurant, 
and if they wish be put 
through to make a booking. 

As things stand, mobile 
networks work to different 
standards from non-mobile 
networks. The protocols for 
communicating between 
computers and switches are 
different Mobile has tighter, 
more closely defined stan- 
dards that genuinely allow 
inter-operation between net- 
works. while non-mobile 
have looser standards but 
more features. 

Mr Burke at Energis 
believes the two will soon 
converge, with the non-mo- 
bile world taking the domi- 
nant role. He says that as 
the mobile networks begin to 
integrate better with the IN 
mainstream, there will be a 
rush of new services. “At 
this point there's not much 
available, but you don't have 
to go far into the future to 
see thing s like voice-acti- 
vated dialling. You could 
talk to the phone, reach a 
personal agent that recog- 
nises your voice, access your 
contact database." 

Such services depend, of 
course, on full integration of 
the mobile network and the 
fixed network that PCs are 
attached to. 


USER VIEW 


FORD 



In (tie driving seat Ford uses a virtual private network 

More than 
a number 


The benefits of 
global alliances 
are not confined 
to the bottom line 

Ford Motor Company's main 
motive for doing business 
with a global alliance was to 
cut the cost of international 
calls from Europe. But it has 
also gained a number of 
other benefits. 

Concert won Ford’s 
business in a competitive 
tender in early 19%. Then, 
Concert was mainly an 
alliance of BT and the US 
telecoms company MCL Now 
it includes Telefonica of 
Spain and others. 

"We chose to have Concert 
carry our international 
traffic over a virtual private 
network. This includes not 
just our British traffic, but 
half of our European 
affiliates', " says John Talbot, 
Ford’s European telecoms 
manager. 

Ford's Germany-to-US 
traffic, for example, which 
used to go via Deutsche 
Telekom, now goes over the 
VPN. 

The effect on the bottom 
line is significant. “In some 
countries in Europe," says 
Mr Talbot, “the cost of 
international 
communications was 
considerably higher than the 
cost of sending it over the 
VPN. Concert can send it for 
less than we paid the local 
PTTs (telecoms carriers)." 

In addition, there have 
been improvements to 
efficiency. “We’ve also 
experienced a secondary 
benefit," says Mr Talbot, “by 
being able to provide our 
European customers with a 
seven-digit dial plan across 
the entire Ford Motor 
Company including the US." 

Now Ford employees in 
Europe can call Ford 
employees in the US using a 
short number that is 
consistent throughout the 
company. “So, if someone in 
Ford calls me from Europe, 
they dial 734 2519," says Mr 
Talbot, “and if they call from 
the US, it’s still 734 2519. 

“This creates more of a 
feeling of kinship among 
workers. When you call 
someone at Ford in Detroit, 
it feels like calling a Mend 
in the same city.” 

The bargaining power of a 
company such as Ford is 
strong. Mr Talbot explains: 
“We’re cancentratixsg our 
global bumness in the bands 
of fewer carriers, which 
means we can get more 
competitive prices. For 
example, if we can offer an 


alliance, say, a billion 
minutes of telecoms traffic 
across Europe, we have more 
purchasing power th an if 
we're offering a local PTT 
100,000 minutes from 
Portugal However, the 
Portuguese volume helps our 
European total. 

“We have plants in France 
that are using Concert and 
taking international traffic 
away from France Telecom. 
That’s certainly worth doing 
and we’re looking at 
opportunities for cost 
savings in other countries. 
Concert is not always 
cheaper, but it is doing very 
well at pricing.” 

This does not, mean, 
however, that Ford thinks 
using a global alliance is the 
perfect solution. “Concert is 
still uncompetitive compared 
with US rates," adds Mr 
Talbot. “There’s no surcharge 
on calls between Omaha and 
Nebraska, so why should 
there be between Britain and 
France? We'd like the rates 
to be the same as the US. 
and have a big interest in 
reducing barriers to that 
[such as the so-called 
"accounting rates" 
international telcos pay each 
other]." 

Mr Talbot believes global 
alliances also leave room for 
improvement in some other 
areas. For example, they 
cannot offer all their 
products everywhere. It may 
not be practical for them to 
do so: some products won’t 
suit all markets. 

“Concert may have a new 
product and it’ll be available 
first in the US and UK." says 
Mr Talbot, 

The alliances are not 
homogeneous in terms of 
geography either. “Coverage 
is not consistent," says Mr 
Talbot “No-one is 
everywhere. So it is 
important for suppliers to 
match their geography and 
strengths to your needs. The ' 
guy who is good at Africa, is 
not necessarily good at 
Asia.” 

What is more, billing is 
not necessarily simplified 
under alliances. Ford does 
get one bill but has to pass, 
for example, the Portuguese 
traffic portion onto 
Portugal. 

Despite these flaws. 

Concert could see increases 
in Ford business. The 
company is negotiating for 
several other voice and data 
services. For example, it is 
considering adding more 
products to its global dial 
plan. 

Joia Shillingford 


We should start 

talking 

NETWORK SYSTEMS 
Networking systems and 
software for comms 
providers, wireless 
operators and cable TV 
companies. Build and 
support of state-of-the-art 
wired and wireless 
networks based on the 
5ESS switching platforms 
already connecting 
millions of phone Imes 
worldwide. Software 
that runs everything 
from long-distance to 
cellular networks. Thar 
allows customised 
network features. 
For further information 
please call *44 171 647 8057 

BUSINESS 

COMMUNICATION 

SYSTEMS 

Develop Manufacture 
Sell Service Complete 
advanced voice, data and 
multimedia comms for 
business m over 
1.4 million locations. 
Perfect for sale and 
service ops, conferencing 
and collaboration, mobility 
and distributed workforce 
support, messaging and 
intelligent networking In 
practice, that's private 
branch exchanges, key 
systems, call centres, 
voice processmg and 
messaging, multimedia 
and Internet capabilities. 
For further mformatton 
please call *322 357 5847. 

MICROELECTRONICS 
Integrated circuits, 
power systems and 
optoelectronic components 
for telecoms and 
computing Uniquely 
combining components, 
software, algorithms and 
application knowledge. 
Providing components 
and systems for network 
comms, wireless, 
PC/multimedia and 
consumer comms. 
For further information 
please call +44 118 932 4299. 

GSM 

Advanced GSM 900 and 
DCS 1800 infrastructure 
systems for both 
established and emerging 
service providers. 
Standard platform for 
wireless services fully 
compatible with the 
larger telecornmiinicanons 
environment of today. 
Cost effective modules 
designed to provide 
reliable operations and 
proven performance 
characteristics, 
generating increased 
revenues. Comprehensive 
solution that includes 
consulting-planning, 
engineering installations, 
framing and on-going 
operational support. 
For further information 
please contact +44 1734 324 2S5. 
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VIDEOCONFERENCING • By George Black 


Technology 




Time to focus on the bigger picture 


Falling costs 
improve- the 
outlook for 
sound-and-vision 
services 

Videoconferencing is one of 
those good ideas that has 
still not caught on widely, 
even though for more than a 
decade, vendors have been 
insisting that the benefits of 
being able to see the person 
you are talking to on the 
telephone will become irre- 
sistible. 

In 1995 analysts at Yankee 
Group Europe predicted 
videoconferencing would be 
common on the desktop by 
1999. They could still be 
proved right, but sugges- 
tions that the mass market 
will be in anything more 
than a formative stage by 
then look unrealistic. 

Although leading corpora- 
tions have invested consider- 
able amounts in executive 


videoconferencing suites and 
in cheaper, departmental 
systems, the technology has 
yet to be popularised via the 
desktop computer. 

The market is doubling or 
trebling annually, but it 
needs to multiply four or 
five times a year to create 
the economies of scale for a 
mass market, says Tim 
Duffy, managing director of 
threading supplier Picture- 
tel. 

Can the telecoms and com- 
puter industries now per- 
suade customers that video- 
conferencing is something 
they must have? The answer 
is probably yes, but on a lim- 
ited scale. Within the next 
year the standard personal 
computer is likely to run on 
an Intel MMX chip and be 
equipped with digital cam- 
era, speakers and complete 
video codec (coding and 
decoding) chipsets. 

When users acquire these 
facilities as standard with 
their next PC, it will remove 


one of the main barriers to 
large-scale adoption of video- 
conferencing, says Chris 
Lewis, a Yankee Group ana- 
lyst. Mr Lewis believes the 
main challenge lies not in 
getting the technology right, 
but in finding the applica- 
tions to which videoconfer- 
encing adds value. 

While the benefit of being 
able to transmit images of 
X-rays between hospitals is 
clear, simply giving two 
people the opportunity to 
exchange pictures of their 
faces without having any 
eye contact means little, 
says Mr Lewis. 

Many large companies 
have conducted pilot pro- 
jects to try to establish 
where videoconferencing 
makes a significant contribu- 
tion to efficiency. According 
to Steve Roberts, marketing 
manager for Intel's videocon- 
ferencing products, they 
have found it can be applied 
best where widely dispersed 
internal teams need to share 


documents or where. exper- 
tise is scarce and expensive 
and technology can exploit it 
more fully. Hie cost of exter- 
nal services such as lawyers, 
advertising agencies and 
financial advisers can often 
be greatly reduced by avoid- 
ing regular travel to meet- 
ings. he says. 

New “virtual" branches of 
a business can be set up in 
videoconferencing kiosks. 
For example, a branch of a 
bank could be established 
within a supermarket, with- 
out incurring great costs in 
terms of property and 

people. 

Pilot projects may con- 
vince many companies that 
videoconferencing for key 
members of staff can create 
competitive advantage by 
saving time and money, 

making derision- making fas . 

ter and improving communi- 
cations. But few companies 
want to pay a lot to intro- 
duce an as yet unproved 
technology for all staff. It 


could be five years before 
videoconferencing becomes 
available as a standard facil- 
ity sucb as e-maii says Pic- 
turetel's Mr Duffy. 

In the short term, techni- 
cal barriers remain. In the 
UK, the high cost of Inte- 
grated Digital Services Net- 
work (ISDN) phone lines has 
been restrictive. Conse- 
quently, many or ganisations 
are turning to the local area 
network (Lan) as a better 
way of supporting video. 

While Lans based on the 
Ethernet standard are not 
ideal, the move to switched 
Ethernet, delivering 10 
megabits per second to the 
desktop, could make a differ- 
ence. After that. Gigabit Eth- 
ernet could extend the life- 
time of Ethernet protocols 
further still 

However, Mr Lewis thinks 
that the adoption of the 
Asynchronous Transfer 
Mode (ATM) telecoms proto- 
col is the best answer for 
videoconferencing. 


Some financial services 
companies have already 
installed ATM” to the desk- 
tops of their most important 
workers, snch as dealers. 
They are probably excep- 
tional cases, however: there 
will not be many workers for 
whom the cost of ATM is 
justified solely as a ohannoi 
for videoconferencing. 

Technical restrictions in 
the network: and on the desk- 
top have meant quality has 
been poor. Some of the 
cheaper products did not sell 
because the images were 
jerky and blurred, voice was 
not well synchronised with 
image and interruptions 
were frequent. Document 
sharing fiacflitie s were weak. 

Vendors did not help 

themselves by se lling too 
hard too early. Also, there 
was a lot of incompatibility 
between the systems on the - 
market which put prospec- 
tive users off. 

These problems, however, 
are being overcome. The 


standards of the Interna- 
tional Telecommunication 
Union (ITU), particularly the 
FL323 standard for videocon- 
ferencing on Lans, have 
matured and are widely 
accepted as preferable to the 
earlier proprietary ones. 
They are likely to be adopted 
by most systems manufac- 
turers. 

As a result quality is set 
to improve greatly and at a 
lower price. On the basis of 
emerging ITU standards. 

irlrig nrn wfpT-i» nr»ing should 

become practicable over 
standard telephone lines 
using standard 28.8Kbps or 
XLGKBps modems. 

Recent alliances in the 
networking field, such as 
that between IBM and 3Com, 
indicates the keenness of 
vendors to improve products 
and speed up the delivery of 
new services. 

Another of the main barri- 
ers has been pricing. But the 
desktop equipment has 
become fax less expensive in 


the past year and, according 
to a Gartner Group forecast, 
the net cost of adding video- 
conferencing to existing 
systems will be only S100- 
S200 per user in 1998. This 
makes it accessible to many 
more people, not just a toy 
for company directors. 

The spread of the privately 
run intranet will improve 
the i nfr astructure of corpo- 
rate networks, putting them 
in a better position to intro- 
duce videoconferencing- The 
intranet could become the 
videoconferencing vehicle 
for many organisations in a 
couple of years. 

Gartner Group argues that 
the most important factor 
for successful deployment is 
not raw bandwidth but qual- 
ity of service once a session * 
has been established- If this 
is so, the intranet videocon- 
ferencing market may 
become dominated by the 
few telecoms giants such as 
BT and WorldCom able to 
provide that level of service. 
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USER VIEW 


Car industry’s Mr Ffadt 


Video links to 
engineers help 
Audi UK dealers 
spot and correct 
common faults 

The car industry has 
recognised the potential of 
videoconferencing to gain 
competitive advantage. 

Audi, the UK importer of 
Audi cars owned by the 
Volkswagen-Audi Group, is 
among the many large UK 
companies that have begun 
to apply the technology in 
the past couple of years. 

Unlike the majority of 
users of videoconferencing, 
Audi did not aim to save 
money by cutting down on 
travel to meetings but to 
improve the quality of 
service to customers. 

A year ago, it went live 
with a videoconferencing 


system on desktop personal 
computers for 16 of its 300 
dealers around the UK. 
These deal with most of the 
more difficult problems that 
Audi drivers in the UK 
experience. 

When the dealers have 
trouble in finding a fault 
they first call up the 
company’s technical support 
centre in Milton Keynes and 
discuss the problem over the 
telephone with a expert 

If this does not provide a 
solution, they can agree to 
set up a videoconference. A 
few minutes later, after 
people and equipment have 
been put in place, the centre 
rails the dealer back. 

Face-to-face dialogue can 
take place, and a camcorder, 
fitted, with a 21 -foot lead, 
can reach any part that 
needs to be inspected. 

The camcorder can 


provide close-ups of the part 
and the image ran either be 
sent live or pre-recorded. 
Often this enables the 
engineer to spot a fault 
quickly. 

If necessary, dealer and 
engineer ran be linirpd to 
the company’s Tnain factory 
at Ingolstadt, in Germany, 
for advice, or to 
manufacturing sites in other 
countries. 

Most of the dealers use the 
system only a few times a 
month, but in those cases it 
is proving a valuable aid, 
according to Audi's service 
project manager Mr Peter 
Stokes. 

Before videoconferencing 
was introduced, dealers 
could call the centre but the 
engineers they spoke to 
obviously had to tackle 
problems “blind". The 
centre often had no 


alternative but to visit the 
dealer, at considerable cost 

While videoconferencing 
has not eliminated the need 
for visits, it has led to 
greater efficiency. Because 
engineers have fewer visits 
to make, they can get to 
dealers who do call them out 
earlier. 

Faults are more likely to 
be put right first time. In 
some cases engineers 
looking at the video spot can 
rectify faults that the dealer 
was not aware of, thus 
avoiding future trouble. , 

Most importantly, many 
problems can be resolved 
much faster, avoiding 
damage to the company’s 
reputation for good service. 
In some cases, a few 
minutes can be enough to 
resolve a problem that 
would once have taken 
several days to fix. 



Roadworthy: rideoeonferencekig helps rectify faults first time 


Mr Stokes says that the 
main benefit is the 
improvement in customer 
relations. “People do not call 
you up and tell you why 
they are not going to buy 
from you again, but 
everyone knows a story 
about someone who has 
switched to another 
manufacturer because of a 
bad experience with 
service,” he says. 


The system is based on 
Focus PCs from Siemens 
GEC Systems .connected to 
the centre on Integrated 
Services Digital Network 
(ISDN) lines. Systems of this 
kind typically cost around 
E4,(XX>-£5,000 per site. 

Audi's managers in other 
countries may copy the UK 
venture. 

In the future, Audi UK 
may enable the dealers to 


transmit video footage of a 
fault to a video mailbox and 
to receive a reply as soon as 
the centre is able to deal 
with it. 

Later, there may be a 
database of faults described 
on video that the dealers 
can access to make it easier 
for them to carry out their 
own diagnosis. 

The company has also 
been looking at the 


possibility of using 
videoconferencing for 
training although it is not 
yet unconvinced that the 
technology is mature 
enough for such purposes. 
Audi UK believes its 
diagnostic application of 
videoconferencing is unique, 
but some insurance 
companies are now using a 
BT system to Inspect 
damaged vehicles before 
rnaWng a decision on cl aims 
for compensation. 

The BT system is based on 
a much higher bandwidth 
than the one Audi uses, in 
order to be able to cope with 
movement without the 
picture breaking up. It is 
therefore a lot more 
expensive. 

With increasing 
globalisation, 
videoconferencing 
technology should soon 
become an integral part of 
all the car industry's 
processes, including design, 
manufacturing, distribution, 
sales and service. 

George Black ! 
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MANAGEMENT 


Please tick for further information 

□ EXPLOITING EUROPEAN TELECOMS MARKETS 

This unique set of 10 management reports plus a special EU focus master volume provides a 
detailed and up-to-the-minute profile on each of the following key telecoms markets: Denmark, 
Finland, France, Germany, Italy, Netherlands, Norway, Spain, Sweden ami the UK. 

□ STRATEGIC ALLIANCES IN TELECOMS 

Strategic Alliances in Telecoms is your comprehensive guide to the changing status of strategic 
partnerships in the telecoms industry around the world By profiling today's major telecoms 
partners, identifying key success factors and forecasting future trends, this report will play a key 
role in the continued success of your business. 



NEWSLETTERS 


Please tick fora sample copy 

□ TELECOM MARKETS 

Subscribers to this market-leading newsletter are given up-to-the-minute bulletins on new licences, 
liberalising legislation, privatisations, technological advances, emerging markets and player 
profiles every fortnight, 

□ INTERNET TELEPHONY 

The biggest threat to established telecoms operators world wide - or media hype? > 

Just how close are we to voice over the internet? And will it ever become a tady mass-mariret 
service? Request your sample of Internet Telephony newsletter and see for yourself bow you can 
profit from this evolving market. 


Name 

Company 

Telephone 

Email 


Job Title 

- Address 

— Postcode Country , 

Fax 


Please return to: 

ATeleomis, Maple House. 149 Tottenham Court Road, London WIP9LL 
Phone: +44 (0) 171 896 2432 Emaft susainew<gpear»»-pracoin 


For more information on all our titles visit our website:vvww.ftmedia. 


com 

















3^ 


i£l4 




to'<s; 

Q jg* 

ss£* 

55tS 



usisp 
MB® for 
ca sn k is not 
lcfedihat the 
= mature 

aci: Purposes. 
*t*ves ns 
PJ-iicaaon of 
.'ccjag is uniqng, 

*urasce 
• r<? Qoa> using a 
0 lessen, 
birles before 
Tisioscccbims 
aata 

f<r«n is basg] on 
k-r ioaouidtli 
- Audi uses, c 
-r.= tucopeTfjjj 
;u: 'is 

3fca?a? I: is 
!:•■ la-.-re 


?-TnY 1" 
•i:i:clds;x 
uiv.'-.r:: pan sf 
A't^ST.'s 

jv.-Jisrsasc. 

;nv 3jir.bLHa 


eorge Black 





e*&SS2e&:- wmm.-W-- - ■*- « 


WEDNESDAY SEPTEMBER 10 1997 


FT Telecoms 



Hard day at the semi 

pm- * ■ r •«• •••-.• _ 


; !Eae falling cost of telecoms, 
computers and software means that 
Delong-awaited revolutionin 

patterns could be closer than 
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■According - to the 

fcofidwtbased management 

consultants Pagoda, leading 
tfK "employers will halve 
-flair pe r ma n ent workforces 

. by 20f.0. 

One of- the principal rea- 
so ns 'fo r the spread of -tele- 
Jwoikfag’(nsi^ telecoms arid 
: computer technology to 
worik from home or from out- 
side the office} is the falling 
cost Of telecommunications, 
v Installation charges for 
Integrated Services Digital 
Network (ISDN) have fallen 
By about SO per cent, which 
makes file transfer and 
videoconferencing cheaper. 
In .addition* fester modems 
are-reducing costs. In 1995, it 
cost 30 penee and took 14 
■minutes to transmit a mega- 
byte of data; today it costs 
CLSp (G.l2p over ISDN) and 
takes 14. seconds over a stan- 
dart phnyw line. 

-Falling computer and soft- 
ware costs ' are also fuelling 
the ; telewarfcmff trend. Win- 
dowsOfi - and Microsoft 
Exchange have built-in fea- 
tures' that enable users to 
cotuiect -remotely to their 
office -system, from a porta- 
ble. The spread Of the inter- 
net 1 and intranets (corp ora te 
internets) helps keep remote 
workers in touch. 

Other factors' behind the 
rise in hame/mobile working 
according to Pagoda's Man- 
aging the Mobile Workforce 
report include: 

• the heed to improve the 
productivity .'of office work- 
ers; •; 

• the growth of global 
organisations, which 
increases the heed to be able 
to work while travelling; 

'.#■ the rise of the virtual 
company*- whereby all key 
services are contracted out, 
effectively .allowing just a 
few erne staff to run a busi- 
ness from home. 

Teleworking can have 
many, benefits for business. 
John tahe, the report’s 
author, says: “Tasks such as 
writing reports or preparing 
proposals can be completed 
two or three times quicker at 
home than in the office. 
Most of the improvement 
results from the absence of 
interruptions." . . 

- Productivity gains can 
also .- result from ..cutting 
down on travel times, or 
reducing the need to travel 
at peak times. And introduc- 
ing home working in con- 
junction with desk sharing - 
or “hot desking” - can lead 
to big savings in commercial 
property costs. 


According to Pagoda, some 
larger consultancy firms 
now have one desk for every 
three or even four staff p pd 
have cut office overheads 
per capita from £10,000 a 
year to £3.000 or less. 

However, Lane points out 
.that gains in productivity 
must be offset against the 
£2,000 to £4*000 a year It will 
corf to equip teleworkers 
with a laptop, printer, tax, 
modem, second phone line 
and software licences and to 
provide them with IT sup- 
port and maintenance. Addi- 
tional staff may also be 
needed to administer desk 
booking and other office 
resources, and to provide 
systems support for home/ 
mobile workers. 

So the net savings in prop- 
erty costs - typically, M per 
cent of turnover - will 
hugely be offset by the costs 
‘ of equipping staff with tech- 
nology. What makes the 
exercise worthwhile for 
employers are the potential 
productivity gains and sal- 
ary savings on new recruits 
(Jobs based in cities tend to 
pay a premium}. 

According to Pagoda, tele- 
working is likely to affect 
how staff are managed, how 
office space is used. IT strat- 
egy and the security of both 
information and equipment. 

Staff will need to be 
assessed on what they 
deliver rather than on bow 
much time they spend in the 
office. Offices will be used 
more intensively, with a 
large amount of space being 
reserved for specialised uses, 
such as call centres. 

Pagoda and the Premises 
and Facilities Management 
journal questioned more 
than 100 leading private and 
public sector organisations 
across manufacturing, iztih- 
ties and service groups and 
found that by 2005, 25 per 
cent of companies expect 
more than half their office 
space to support team work, 
not individual activity. 

Offices will exist primarily 
to provide corporate identity 
and social interaction, says 
the report IT departments 
will need to provide remote 
access to electronic mail 
(e-mail) and company infix® 
matron systems. They. will, 
need to ensure that people 
bringing in laptops can eas- 
ily plug into ne twork 
resources such as printers. 
And that there is a policy for 
fnring or replacing fruity 
equipment fast. 

Companies will also need a 



Home is where the herd work b; greater efficiency can arise from 
home working because of the lack of Interruptions JenyAKmn 


strategy for protecting the 
security of information 
being carried around or 
logged in to remotely. Confi- 
dential data held on laptops 
might have to be encrypted. 

There are three main 
approaches to introducing a 
home/mobile working 
scheme: 

• the property-led 
approach, which focuses on 
reducing office space: 

• the technology-led 
approach, which is driven by 
the ability of technology to 
change how people work; 

•' the business-led 
approach, which employs 
mobile technologies to 
improve business perfor- 
mance or to redesign the 
business process. 

The last approach is most 
likely to yield big benefits 
because it focuses on produc- 
tivity improvements. 

Having selected an 
approach. Pagoda recom- 
mends that companies try 
flexible working on a care- 
fully chosen pilot group that 
reflects the composition of 
the business. 

generally speaking, home 
working is most suitable for 
work carried out alone at a 
PC or laptop, or for interact- 
ing, with customers over the 
phqce or by e-maH Pagoda's 
report reveals that up to 80 
per cent of an average office 
employee’s tasks are per- 
formed alone at a desk and 


could therefore be carried 
out anywhere. 

Of course, remote working 
can be less than ideal. While 
it is easy to write memos on 
a train it is more difficult 
because of lack of privacy, to 
talk to customers. Travelling 
executives say it is stressful 
to work on the move. Bat- 
tery life for portables is lim- 
ited, and laptops and spare 
batteries are heavy to carry 
around. 

Home-based workers will 
' feel isolated, and managers 
will be slower to detect and 
remedy their problems. 
There is also a number of 
legal and taxation issues 
(covered in Pagoda's report), 
which companies must 
resolve before encouraging 
workers to stay at home. 

Whatever, the problems, 
however, the message of the 
report is that home and 
mobile working are here to 
stay. 

By 1998, the number of 
employees who “hot desk” 
will be more than double the 
1995 figure, according to 
Pagoda. 

Mr Lane says: “The 
growth in flexible working 
will present business with 
the biggest changes in work- 
ing practices since the mass 
introduction of the PC.” 
“Managing the Mobile Work- 
force ” is available from 
Pagoda Associates for £450. 
Telephone: 0171-436 9464 
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USER VIEW 


Unisys 


Freedom 
for the 
networkers 


Unisys no longer 
has offices: it has 
'centres’ that staff 
only visit when 
they need to 

Flexible working is now so 
widespread at Unisys that 
the company's phone net- 
work connects to employ- 
ee's homes. 

When tbe US computer 
company introduced a vir- 
tual private network (VPN) 
in February last year, one 
requirement was that 400 
UK employees based at 
home be included. Today 
more than 800 home-based 
workers, approximately a 
quarter of the company's 
workforce, are connected to 
the VPN. 

When a customer phones 
up the Unisys switchboard, 
calls can be put through to 
employees' homes, exactly 
as if they were in the office. 
To the user, a virtual pri- 
vate network seems like a 
dedicated company net- 
work. bnt in reality works 
on shared capacity on a tele- 
coms company's network. 

Putting those employees 
who spend a lot of time 
working from home on the 
VPN simplifies administra- 
tion and cuts costs. The UK 
telecoms company Energis, 
which supplied the VPN, 
provides a single bill for all 
tbe Unisys sites and home 
workers it links in the UK. 

The company's phone 
costs have dropped. All Uni- 
sys sites have the benefit of 
an Energis local rate call, 70 
per cent of the BT equiva- 
lent tariff, when calling 
home workers. Calls travel 
over the VPN to the nearest 
Interconnection point to 
either a BT, Mercury or 
local cable operator. 

‘Establishing a Virtual 
Private Network and setting 
up hundreds of home work- 


ers was a daunting task.” 
according to the Unisys tele- 
communications manager, 
Hairy Chesney. "But it was 
vital to have a ceiling on 
our communication costs. 
The VPN not only provides 
this; it cuts our phone bill 
substantially.” 

“A key element of tbe vir- 
tual private network sup- 
plied by Energis is the fixed 
traffic cost for calls within 
the VPN.” 

Unisys offices are now 
treated like business cen- 
tres, which employees only 
visit when they need to. 
“The Business Centre strat- 
egy was introduced to save 
on the cost of office space, 
equipment and facilities 
while providing a better ser- 
vice to employees,” says Mr 
Chesney. 

The initiative started 
about four years ago - 
driven by the desire to 
reduce office costs in cen- 
tral London. Unisys noticed 
that the company's South- 
wark Bridge office in Lon- 
don was 60-70 per cent 
empty most of the time. 

“We thought, *Why not 
collapse the office into 30 
per cent of the space and 
have it 100 per cent occu- 
pied all the time?'” says 
Martin Sexton, a company 
spokesman. “We thought 
there would be a lot of resis- 
tance from staff But people 
said, 'Why didn’t we do it 
sooner?’. There were all 
sorts of unexpected benefits. 

“For example, when 
people came in to the office 
they found it was much bet- 
ter for networking with 
their colleagues because it 
was more compact Also, we 
could employ fewer, but 
more highly qualified secre- 
taries,” he says. 

“In addition, we could 
upgrade our infrastructure 
with the latest telephony 
and personal computers as 



Th« way forward: Unisys kaaps track of mobfe employees 


we did not need so many 
units.” 

Staff were equipped with 
mobile phones and laptops. 
Their skills had to be 
upgraded so that they could 
use the software from any- 
where - without the help of 
a nearby colleague. 

Mobile and office staff 
now make extensive use of 
Lotus Notes groupware and 
messaging software to keep 
in touch. They use it for 
electronic mail and for 
viewing company databases. 
“Staff work from wherever 
is most convenient for 
them,” says Mr Sexton. ”We 
have done away with set 
branches and offices. If 
people are working with the 
police force in Merseyside 
one week, and with the 
police in Hull the next they 
simply go into the nearest 
Unisys office. Or they can 
work from home, or on the 
move." 

The Business Centre 
strategy applies to most of 
Unisys's professional staff - 
consultants, systems ana- 
lysts, engineers, sales 
people and project manag- 
ers. Mr Sexton says they 
account for about 60-70 per 
cent of the workforce; the 
remaining 20-30 per cent 
being office-based adminis- 
trators. Only staff who 
spend a lot of time working 
from home are directly con- 
nected to the virtual private 
network. 

In Citigate House, the 
Southwark Bridge office. 


Unisys now occupies only 
one floor rather than five. 
“This represents consider- 
able financial savings." says 
Mr Sexton. This month, the 
company will move out of 
the building altogether and 
into a smaller business cen- 
tre. 

Savings have also been 
made by relocating 500-600 
staff from the company's 
North Circular office (in a 
London traffic-jam black 
spot) to its European head- 
quarters in Uxbridge. They 
“hot desk” or share desks 
with the 500 staff who 
already worked there. 

Unisys's flexible working 
scheme is almost complete, 
with only one floor in its 
European headquarters yet 
to be included. It does not 
like to call what it is doing 
teleworking (using comput- 
ers and phones to work 
from home) because this is 
sometimes associated with 
freelance as opposed to 
full-time contracts. 

The company is now 
rolling out the scheme in 
Europe and it will probably 
be introduced in the US. 

“It’s not the easiest thing 
to introduce in mainland 
Europe.” says Mr Sexton. 
“There's not quite such an 
open acceptance of the idea 
in France and Germany, 
where management struc- 
tures are more hierarchi- 
cal" 

Joia Shillingford 
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How can emergency services 
be sure they have 

all the facts? 


When laced wild lile and death challenges, decisions can't lie left to chance, 
you need intMiwi which is sccmts. up-Mie and Ifieie a! tbe moment you need if. 

Secoricor Communications is a group of companies providing specialist mission critical applications comliiniag 
If and telecommunications. We are at Ifie leading edge of Radio Networks and Systems Integration tectinolagy 
in Public Safety 3fiil Security. Mobile Data, Automatic Vefiicle Location and facilities management. 

secuncor communications 

when your mission is critical 
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PROFILE 


Ameritech 


Well ahead on 


long-distance road 


The ambitions of 
the US Baby BeH 
should take it far 
beyond its 
original market 


It will be like letting 
children loose In a candy 
store. The US’s local tele- 
phone monopolies are itch- 
ing to be allowed into the 
long-distance business: with 
their strong regional brands 
and contacts with virtually 
every household in their 
caning areas, the prospect 
of being unleashed on the 
$75bn long-distance market 
h as been whetting their 
appetite ever since the pas- 
sage of last year's Telecom- 
munications Act 

The Mid-West region 
served by Ameritech could 
provide the first important 
indicator of the impact of 
competition. 

Of the five so-called Baby 
Bells (known officially as 
Regional Bell Operating 
Companies, or RBOCs), 
Ameritech has got the fur- 
thest in breaking into 
long-distance - a market it 
puts at some S9bn in the 
five states in which it oper- 
ates. 

Last month, the compa- 
ny's bid for approval to offer 
long-distance fell at the 
final hurdle as the Federal 
Communications Commis- 
sion ruled that- it had not 
yet done enough to open its 
local market to competition 
- a key requirement of the 
Act Yet, says Dick Note- 
baert the company’s chair- 
man: “Tbe decision that 
they reached was disap- 
pointing, and yet still a vic- 
tory." No other company 
had got as far as this. And, 
with the FCC now providing 
a blueprint for the condi- 
tions a Bell most meet to be 
allowed Into long-distance, 
the final lap may be in 
sight “Next year is almost 
assured," says Mr Note- 
baert. 

The effects are likely to be 


felt quickly. The Chicago- 
based company, whose terri- 
tory spans Illinois, Ohio, 
Michigan. Indiana and Wis- 
consin, says it has already 
made the fixed-cost Invest- 
ments needed to support a 
long-distance service, for 
instance in its billing 
systems and telemarketing 
centre. “The only costs we 
will experience are the vari- 
able costs of acquisition." 
Mr Notebaert says. 

The impact on profit mar- 
gins is difficult to predict 
Already just half the level 
of margins from local calls, 
profits from long-distance 
services around the country 
are likely to come under 
even greater pressure. How- 
ever, the relatively low capi- 
tal investment will help, 
and the Bells will not have 
to pay access charges to 
have calls carried the last 
mile to a customer’s home - 
charges that are the biggest 
single cost faced by 
long-distance carriers. 
“When all is said and done, 
the margins should be very 
reasonable, and should 
more than offset the losses 
well experience on the local 
side,” says Mr Notebaert. 

The jump into 
long-distance is just one 
part of a strategy that the 
Mid- West company hopes 
will drive its growth. 
According to Ameritech, its 
average residential cus- 
tomer spends $118 a month 
on communications ser- 
vices, from local telephone 
calls to the internet and 
cable television. Of that, it 
receives $36. To raise the 
figure, the company has set 
out to do what just about 
every other US telecoms 
company is trying to 
achieve: escape narrow 
labels such as local carrier 
or wireless company to 
become an all-round com- 
munications company. 

That has meant a push 
into cable television: the 
company has acquired 51 
cable franchises so far. It 
has also been growing fast 


in wireless telephony, and 
has used acquisitions to 
make itself the country's 
second largest security 
monitoring company, after 
ADT. 

Some attempts to expand 
the scope of its business 
have been rethought. Amer- 
icas^ a joint venture with 
Walt Disney and other tele- 
coms carriers, was hatched 
at a time when the conver- 
gence of a telecommunica- 
tions and entertainment 
company was all the rage. 
The plans for Americas! 
have now "changed some- 
what". Mr Notebaert says. 
The aim had been for 
Ameritech to own content 
now, he says, "that may 
still be possible, but it's not 
as vital a necessity as it 
was." 

The focus on trying to 
extend its range of services 
to compete for more of its 
customers’ communications 
spending has won general 
approval on Wall Street, 
particularly at a time when 
the Bells in general have 
see strong demand for new 
telephone lines (Ameritech 
has just reached 20m lines) 
and found success in selling 
new. higher- mar gin services 
such as call waiting. 

Mr Notebaert "really 
believes in sticking to his 
knitting, doing his own 
thing ." says Ms Anna-Mar ia 
Kovacs, an analyst at Jan- 
ney Montgomery Scott. 
"They’ve always run a tight 
ship.” 

But the geographical limi- 
tation is an obstacle that 
will have to be faced. As 
one investment banker 
says, commenting on the 
regional positions of each of 
the Bells: "It’s like being the 
world’s tallest midget" 

Reaching beyond its 
region to establish a 
national service - and 
brand - will be hard. "We 
would like to have a brand 
that’s nationally recognised. 
We don't have one today," 
says Mr Notebaert 

Among the few weapons 
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Notebaert: wants a brand that's 
‘natiorefiy recognised' 


in its armoury at present is 
its involvement in security 
monitoring - an industry 
that Mr Notebaert predicts 
will consolidate rapidly. 
“There aren’t many 
national brands in security 
TTinni fa-ir ing and thin may be 
a way to differentiate our- 
selves," he says. 

Also outside its local 
region, Ameritech has 
embarked on an Interna- 
tional investment pro- 
gramme designed to boost 
its returns at home. Extend- 
ing to stakes in carriers in 
Belgium, Germany, Norway 
and New Zealand, the strat- 
egy has a distinct “earo-cen- 
tric” flavour, says Mr Note- 
baert. "We took all the 
countries in the world and 
ranked them on political 
and currency stability and 
the market opportunity: the 
chart took us to Europe.” 

Such initiatives have 
helped support one of the 
better financial perfor- 
mances among the Baby 
Bells. But they do not 
answer the question of how 
Ameritech will extend its 
territory beyond the Mid- 
West - and whether it wifi 
eventually seek a merger 
with another Bell or a 
long-distance carrier. 

For his part, Mr Notebaert , 
eschews suggestions that , 
the company is bent on ' 
going it alone, and says it 
would consider anything 
that raised shareholder 
value. “Would there be 
value in us merging or 
acquiring someone else?" he 
asks. “There might be." 


Richard Waters 










It doesn't malty nutter whether you 
work in the remotest regions on earth, 
sail across oceans or just ctimh moun- 
tains for fun. There are going to he 
times when you need to ge t in touch. 
And in the middle of nowhere, that 
isn’t easy. 

In an age of digital mapping, and 
positioning systems accurate to the 
nearest meter, it’s easy to forgot that 
almost 90% of the gloho is completely 
inaccessible to ordinary telephones. 

With Station 12 there's no such 
place os nowhere. I'Ve provide a com- 
plete range of satellite communications 
services that work wherever you do. 


So if there's sl<y above, you can make 
that calf 

Our latest service user, the smallest 
lap-top terminals yet to access the 
world's telephone networks from prac- 
tically anywhere, l/o/co, data or fax, the 
choice is yours. 

No fuss, no bother, no unnecessary 
complication, just global communica- 
tions that work - every hour of the day, 
every day of the year. 

For full details of Station 12 satellite 
COmmunic<itiOns, write to us at the 
address below. Or call us. if you can. 

Station 12, if you con get there, you 
can call from there. 
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The controversy 
surrounding the recent rene- 
gotiated merger between 
British Telecommunications 
and MCI Communications 
has focused attention firmly 
on the US local telecoms 
business. 

But whatever the argu* 
marts about the merits of 
the deal, one thing most 
observers are agreed on is 
the kmg haul faced by MCI 
in making serious in-roads 
into the SlOQbn a year mar- 
ket .... 

It was MCTs difficulties in 
breaking into the sector that 
prompted a profits warning 
in July and therefore the 
furore «nrmnniHt]g the re ne- 
gotiation of the $24bn 
merger deal 

MCI, the second largest 
long-distance telecoins 
group after AT&T, h«rt 
warned that it would lose 
about SSOOm this year on its 
local phone operations, and 
possibly even more in 1998 
as it struggled to to main- 
tain its momentum in break- 
ing Into the competitive 
market. The losses were 
twice as much as had been 
expected. 

J.P. Morgan, the US 
investment bank, is fore- 
casting MCTs earnings In 
1998 to be little better than 
those achieved this year. It 
believes losses from regional 
telecoms could exceed this 
year’s, while there could be 
further expenses of up to 
$200m. 

The bank cut Its 1997 
earning per share estimate 
to $1.10 from $1.72 following 
the profits warning. ' 

MCI blamed the stalling 
tactics of the six regional 
local telecoms groups - 
principally the “Baby Bells" 

- in impeding its ability to 
compete effectively. 

In particular, the local . 
companies took issue with 
the Federal 

Commission's interpretation 
of the 1996 legislation - 
which was designed to open 
up local markets to competi- 
tion - and challenged it in 
court 

The regional operators 
won and the result has been 
to force MCI to go to every 
state court in order to seek 
to have the FC(Ts roles. 


which call for the regional 
groups to ask set prices for 
the hiring of interconnect 
services by companies such 
as MO, upheld. 

For their part, the 
regional groups - GTE. 
Ameritech, Bel! Atlantic. 
SBC, Bell South and US 
West - argue that the likes 
of MCI are using the contro- 
versy surni uniHng tiie liti- 
gation as a smokescreen to 
prevent local operators mov- 
ing into the long-distance 
market 

Under the terms of the 
1996 Telecommunications 
Act, the regional telecoms 
groups’ willingness to open 
up to competition would be 
rewarded with rules 
designed to help them break 
into the market dominated 
by AT&T and MCL 

Not that it has been all 
bad news for proponents of 
greater competition. There 
was a glint of light through 
what Beed Hundt, chairman 
of the FCC, has called the 
“pervasive fog” of litigation, 
in July. This was when the 
FCC approved the merger of 
Bell Atlantic and Nynex in 
return for concessions that 
would force the two east 
coast carriers to do more to 
stimulate competition in 
their market 

MCI, which has built a 
re p ut ati on as an aggressive 
operator on the bade of its 
successful assault on 
AT&T’s dominance of the 
long-distance market has 
also achieved some success 
in its moves into local mar- 
kets. 

“Metropolitan Area Net- 


works”, consisting of fibre 
optic cable systems have 
been built in 51 PS citi es 
and the numbs - is growing. 

However, the build-out is 
costly and tnne^onsummg, 
putting further emphasis jn 
MCI’s need to use pe 

regional phone companies 
n e t w ork s to route local traf- 


But even here, analysts 
say that the discount mar- 
gin the regional operators 
are forced to give to MCI is 
eaten up in marketing ana 
operating costs. 

But it is MCTs attempt to 
unbundle local services by 
putting its own exchanges 
into cities and trying to 
strike interconnect deals 
with the local operators that 
h«g the most aggra- 

vation. 

Janies Dodd, telecoms ana- 
lyst at Dresdner Kleinwort 
Benson, says: “The litiga- 
tion could drag on for years, 
but it was not difficult to 
predict this would happen.” 

He adds that MCTs suc- 
cess in the long-distance 
market was due to its com- 
peting against just one other 
company - AT&T - and 
under one set of rules. 

“Now it's up against sev- 
eral companies under rules 
which vary from state to 
state,” he says. 

Mr Dodd, a sharp critic of 
the BT/MCI merger, 
describes the formation of 
Concert, as the newly 
formed group will be called, 
as a “mismatch" for both 
companies. "BT Interna- 
tional, which has a strategy 
to become a global carrier, 


Is paying to merge with a 
company that wants to be 
big in the US local phone 
market” 

Mr Dodd also points to the 
irony of BT now being 
involved in a company that 
Is being frustrated by local 
monopolies from gaining 
entry into a market, a posi- 
tion the UK company found 
itself in for many years in 
the UK. 

James Ross, telecoms ana- 
lyst with ABN Amro Hoare 
Govett, the Dutch-owned 
bank, also believes that 
MCX/BT faces a long haul to 
break into the local tele- 
coms market “It is going to 
be a slow transition." he 
says. 

Last month, MCI agreed to 
a price cut of more than 15 
per cent to save the Con col 
merger, the largest foreign 
takeover in the US. The 
revised terms valued the US 
company at S23.7bn. 

But both companies reiter- 
ated the strategy of attack- 
ing the US local market. 
They said that MCTs expan- 
sion would be Concert's 
highest short-term priority, 
but would also be more 
focused. 

Tim Price, MCTs president 
and chief operating officer, 
said local expansion would 
concentrate initially on mar- 
kets where regulation [‘pro- 
vided for true competition". 

This is expected to include 
the north-eastern US, a 
region which is covered by 
the proposed Nynex-Bell 
Atlantic merger, and select 
urban markets such as Chi- 
cago. 
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1 & 2 December 1997, Hotel InterContinental, London 


The 17th annual FT World Telecommunications conference brings together leading industry experts 
to examine and discuss the key issues facing the telecoms industry. 


Topics to be Discussed indude: 


The Impact of the WTO Breakthrough on National Telecoms Markets 

Liberalisation in Continental Europe: Will 1998 be a 'Big Bang', or a Licence to Print Money as with Mobile Liberalisation? 
Investment Opportunities in Telecoms: Implications for Margins & Returns on Investment in the Context of Liberalisation 
Creating Shareholder Value In the Telecommunications Industry 
Mobile v Fixed Lines Ooes Mobile Replace Rxed Link? Can Quality Problems be Overcome? 

New Technologies: Beyond The Hype - The Real Implications of the Internet and Prospects for Electronic Commerce 


Confirmed Speakers Indude: 


Sir Peter Bonfield CBE 
Chief Executive 
BT 


Mr Richard H Brown 
Chief Executive 
Cable and Wireless pic 


Mr Christopher Gent 
Chief Executive 
Vodafone Group Pic 


Mrjay Nakfoo* 

Minister for Posts, Telecommunications 
and Broadcasting, South Africa 


AN Other 
job Title 
NTT 


Mr Reed Hundt 

Chairman £; 

Federal Communications Commission (FCC) 


Mr Anm Sarin 

President & Chief Operating Officer 
Airtouch Communications 


Mr Andrew Sukawaty 
Chief Executive Officer 
Sprint PCS (USA) 


Mr David TWyver 
Chief Executive Officer 
Teledesic Corporation 


Dr Sam G Pitroda 
Chairman 
Worldtel Limited 


Mr Don Cn&dshank 
Director General 
OFTEL 
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Mr John SWgmore 

Chief Executive Officer & President 

UUNET Technologies Incorporated 
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Supported by: ATKEARNEY 

In association with FT MEDIA & TELECOMS 
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□ Bank Transfer to; FT Conferences. Midland Bank pk 

City of London Corporate Office, Account Number: 71009095 
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From research projects to industry talk and forthcoming conferences, JOIA SHILLINGFORD provides a round-up of the news 



SMALLTALK 
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.Greater use c* call centre* 
, br.the government could 
■ save the taxpayer naarty 
^SlOOmby the year 2000, 
**xorttog to a report from 
. Kable,. a UK consultancy 
specialising in IT and the 
P*&Bc sector, 
v . Kabfe’s research man- 
.ager.PauI Smith, believes. 
..that, the government is 
’ starting to use call centres 
but not as a single point 
of access. Where the real 
Savings are to be fam yt , 
“The total annnn| |gQy. • 

ernmentl spend on call 
centres will reach £1 80m 
by the year 2000.’' says 
Smith, “wen ova: double 
: the fl5m spent this year." 

Tliree’s : 
company . 

: BT customers can makw a 
three-way call by iHaimy 
. the first number in the 
-normal way, pressing 
Recall ami waiting for a 
dial tone, then dialling the 
second number. The ser- 
vice costs 50 pence a go. 
plus the »i*n»1 


: ?Mhgic Packet 

How do you virus-check a 
networked .PC when it is 
switched of£ or upgrade 
its software or ran a 
*. backup? Normally, you 
can't. But Magic Packet 
network cards from the 
US company AMD can be 
used with Computer Asso- 
ciates’ Unicenter software 
to wake np a sleeping or 
switched -off PC remotely. 

This ' makes ir easier to 
maintain networks after 
hours/ Customers 
Fulbright & Jaworsld, a 
large. US law firm, which 
is - using - Hewlett-Packard 
workstations' with the 
cards built . . In. Hew- 
lett-Packard helped 
develop Magic Packet 
technology..- . • • 

Say it In 
German 

'•Deutsche Telekom, -the- 
- -German telecoms com- 
pany.Iauncbed the first 
. video-telephony service 
for. fee German residential 
market at the Internatio- 
nale Funkausstellung 
, (international radio) show 
in Berlin- earlier this' 
month. Telsis, a supplier 
■■Ot advanced interactive 
Voice servers, supplied the 
platfbims behind the ser- 
vice, which enable a wide 
J range of video services to 
-be. made available over 
.-fee ISDN network. 


The EC aims to 
provide answers 
to the health 
questions raised 
by mobile phones 

How safe are mobile phones? 
No-one knows for sure. But 
the European Commission is 
soon to announce a pro- 
gramme of research into 
“Possible health effects 
related to the use of radio- 
telephones’*. 

Leo Koolen. the EC’s 
mobile phone expert, says 
the research will get under 
way quickly and is likely to 
cost Ecu 18»24m and be 
funded by a combination of 
DGXll, the EC’s research 
directorate, and the mobile- 
phone industry. 

The subjects will follow 
the recommendations of an 
EC Expert Group beaded by 
Dr Alastair McKinlay of the 
National Radiological Protec- 
tion Board (NRPB) and are 
likely to include; 

• Studies in different coun- 
tries of the risk of brain can- 
cer. 

• Studies of the influence of 
microwave radiation on 
growth of pttfeaiT'g tumours. 

• Aggravation of incidental 
brain pathologies other thaw 

THBtK TANK 


cancer (eg. inflammation, 
seizures). 

• Provocation studies, 
looking at the exposure of 
people claiming neurological 
symptoms associated with 
radio-telephone use to the 
emissions from handsets 
and/or base stations. 

• Disturbance of sleep pat- 
terns in people exposed to 
fields associated with per- 
sonal telecommunications. 

• At least one study each of 
the risk of acoustic neuroma, 
salivary gland tumours and 
leukaemia in adults. 

Some results of the 
research should be available 
In two to three years; others 
in up to five years. 

- Existing studies show that 
mobiles heat up brain cells 
to within acceptable limits, 
reaching the maximum level 
of heat after six minutes. 
But the tests don't measure 
the non-thermol effects of 
microwave radiation or show 
whether it causes cancer. 

Mr McKinlay says; “One 
can use the phones currently 
on the market perfectly 
safely”. (He uses a GSM 
mobile himself “fairly inter- 
mittently”.) 

However, those worried by 
reports of brain cancer liti- 
gation in the US can reduce 
their exposure to microwave 



Sometimes it’s 
good to wind it up 


radiation by 

• Using mobiles outside 
buildings: when used inside 
buildings, mobiles must 
boost their signal to pene- 
trate the walls. 

• Not using mobiles in 
cars with all the windows 
shut, unless the car has an 
external antenna for mobile. 
Again the signal needs to be 
attenuated to penetrate glass 
and metal; the antenna will 
be radiating at its limit 
(though still within agreed 
levels for thermal effects). 

• Buying a separate head- 
set/earphone and micro- 
phone. so you don't need to 
put the handset right next to 
your head. 

• Buying a hands-free 
mobile that can be put on a 
table in front of you and 
used like a speaker phone. 

There are also some phone 
shields and shielded phones 
available, such as the Ger- 
man-developed Hagenuk 
Global Handy GSM phone. 




This has the antenna inside 
the phone and its maker 
Hagenuk Telecom says It 
pushes all of its radiation 
outward away from the 
user’s head. 

The N'RPB says it is 
unable to comment on the 
effectiveness of individual 
products. 

The EC research pro- 
gramme is to be welcomed. 
The Expert Group report 
says: “Whereas a large data- 
base exists for possible 
effects on human health 
from exposure to extremely 
low frequency (particularly 
power frequency) electro- 
magnetic fields, there are 
fewer data for radiofre- 
quency (including micro- 
wave! fields, and very few 
related to the emissions and 
exposures specific to per- 
sonal telecommunications. A 
comprehensive assessment 
or the risk of effects on 
h uman health requires such 
data.” 

BACK CHAT 


The Talktvorks initiative of 
British Telecommunications 
provides a good tip for speed- 
ing up those time-consuming 
telephone conversations. “If 
you find the other person is 
rambling or giving too much 
detail," says BT. “combine a 
summary with a request for 
more information. 

“This is a polite way of 
saying. Tve got it! Now. let's 
move on.’” 

Net niche for 
Energis 

The UK telecoms company 
Energis is cleaning up in the 
internet market. It carries 
more than half the Internet 
traffic in the UK and pro- 
vides telecoms capacity for 
30 national internet service 
providers (ISPsi. The secret 
of its success? Not compet- 
ing with its customers: 
unlike rival telecoms compa- 
nies. Energis is not an ISP. 

Don’t speak 
and drive 

Drivers who answer mobile 
phones while- still on the 
move are four times more 
likely to be involved in colli- 


sions, according to The New 
England Journal of Medi- 
cine. Risk falls only slightly 
with hands-free phones - to 
3.9 times. 

Not. of course, that the 
convenience of keeping a 
mobile in the car is in any 
doubt: 39 per cent of drivers 
used their phones afterwards 
to call the emergency ser- 
vices. “suggesting," notes 
the journal, “that having a 
cellular phone may have had 
advantages In the after- 
math”... 


Docherty 

disembarks 

Jc&m Docherty, the doyen of 
investor relations in the tele 
m m muni c a ti ons industry is 
moving on from Cable & 
Wireless, which he joined as 
head of investor relations in 
1992 after a long stint as 
BTs m man. 

Docherty won’t be drawn 
on where he’s going but says 
he has a few irons in the 
fire. 


J y M AR2MD THG AfclflOEE. T& ~Bt& (pUSHOM 'Wto 
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The Software Sell High-tech photo opportunities 


;BG outsources . 

BG> (formerly known as 
.British Gas) has out- 
sourced its private tele- 
coms network to ICL in a. 
fife-year ' £160m deaL ICL 
will jawn and manage fee 
telecommunications infra* 
•structure used by 
Transco, BG’s pipeline 
business, and - manage the 
voice and data require- 
ments of a number of its 
- other businesses. 

it will also own and run 
BG's microwave radio net- 
; -workanda network man- 
agement .centre In. the - . 
West' Midlands, and man- 
ageBG'smbbfle radio net- 
work- vOne hundred and 
seventy .Transco staff wfll 
..'transfer to ICL*. 


AGENDA 


The web can help 
build that ‘special 
relationship^ with 
the customer, 
says a new book _ 


Developments In telecoms 
make it easier to get close to 
customers, write Don Pep- 
pers and Martha Rogers in 
Enterprise Ope-to-One. But 
companies are not making 
fee most of fee opportunity. 

Peppers and Rogers point 
out that few Web sites on 
-the i nternet allow -users to- 
do much mere than, browse 
through "brochureware". 
Often, they give fee cus- 
tomer no way of getting in 
touch, end some don’t even 
list their phone numbers. 

A number of products 
makes dialogues wife cus- 
tomers easier. These include: 
Voice View TalkShop from 
Radish Communications or 
Boulder, Colorado, which 
enables visitors to a Web site 
to press a button and initiate 
a freephone caff; CyberDial 
offered by Sky AEand Mar- 
keting of Baltimore, a farm 
users can fill in online to ask 
fee company to call them 
now or at a specific, later 
time; and Cyber Chat, also 
from Sky Allan d, which lets 
companies respond immedi- 
ately to questions typed out 
by customers at their Web 
site. 

Another product, BroadYl- 
sion One-to-One from Calif- 
ornia allows a Web site 
owner to treat different cus- 
tomers d iffe r e ntly. The soft- . 
ware .can dynamically 
change each Web page to 
match an individual user's 
tastes based on what the 
user does at the she, infor- 
mation the site owner has on 
its customer database, and 
profile data provided by the 
user. Customers who are 
prepared to reveal more 
about themselves to fee 
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An intranet can 
give journalists 
cheap access to 
both words and 
pictures 

The Scotsman newspaper is 
using internet technology to 
give its journalists access to 
its picture database. 

Picture editors at the 
paper use the Phrasea text 
retrieval database to zoom in 
on photographs and examine 
them in detail. But giving 


other staff direct access to 
Phrasea has proved prohibi- 
tively expensive. 

Now The Scotsman has 
installed an intranet (a pri- 
vate internet) and journal- 
ists can use Netscape Navi- 
gator browser software to 
look at fee picture library' - 
courtesy of a bit of extra 
software from Phrasea. They 
can pull up thumbnail ver- 
sions of pictures as well as 
the text describing them 
when they are researching a 
story. 

The same browser soft- 


ware also enables the jour- 
nalists to connect to fee 
internet and get information 
from it. 

Michael Jones, managing 
director of The Scotsman, 
decided to instal an intranet 
for two reasons: “First, to 
give journalists a single user 
interface to as many data 
sources as possible. Second, 
because the cost is low. 

“Netscape Navigator costs 
us a few pounds [£15 - £20] 
per terminal, whereas the 
client software for many pro- 
prietary library packages 


costs several hundred 
pounds. If we were willing to 
pay that, the journalist 
would have to keep chang- 
ing from the proprietary 
interface to Navigator when 
he or she wanted to use the 
internet." 

The editorial system 
pumps new data into both 
Phrasea and the paper’s BRS 
text retrieval database. 
Future plans include giving 
more staff connections to fee 
intranet and making more 
internal information avail- 
able to them electronically. 
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Service paragon: Bka Avon ladles, the net gets doee to consumers 


company can be rewarded 
wife greater discounts. 

There are several key 
rules to apply in creating a 
dialogue-driven (or interac- 
tive) business, according to 
Enterprise One-toOne: 

• “Don’t ask tor everything 
at once.~ask tor it [informa- 
tion] a little at a time”; 

• “Let the customer 
choose^ Allow fee customer 
to communicate wife you 
through a variety of media, 
and then co-ordinate the dia- 
logues that occur across all 
these media"; 

• “Make the customer’s life 
better^. Yes your goal is to 
sell, sell, sell. But in fee 


Interactive Age you’ll have 
to do this by finding benefits 
and services...that fee cus- 
tomer really likes.” 

• “Establish a ^privacy bill 
of rights’ early on...For the 
interactive media firm itself, 
protecting each customer's 
privacy will be key to ‘own- 
ing’ fee customer's tastes 
and preferences, and creat- 
ing a profitable, interactive 
business.” 

Enterprise One-to-One: Tools 
for Building Unbreakable 
Customer Relationships in 
the Interactive Age by Don 
Peppers and Martha Rogers 
costs £20 from Piatkus Books, ; 
US publishers. Doubleday. 




Dates for your diary 


September Oftel statements 
' on Stage 3 modifications to 
Mercury’s licence, and on 
schools' internet access. 
Oftfil consultative document 
on directory information. 
Publication of Oftel News, 
Offers quarterly publication. 

September 16*17: Mobile 
Phones - Is there a health 
risk?, IBC UK Conferences 

(Belgium) . . 

September 16-19: 

Bundling & Handset Subsidy 
in Mobile Services. IBC UK 
Conferences (London) 
September 17-1& Customer 
Control and Customer Man- 
agement Centre for EuroTe- 
lecomms Conference (Lon- 
don) 

September 17-I& European 
Telecom Financing, smi 

iteSStar 18-1* PHS (Pei r- 
sonal Handyphane System) 
to Europe, Centre for Eurote- 
lecomms (London) 
September 18-19: Russian 
Telecoms, Smi (London) 
September 22-23: Mobile 


Fraud Control Congress. HR 
(Singapore) 

September 22-23: Mobile 
Phones and Electronic Com- 
merce, IBC UK (London) 
September 22-23: Network 
Management, DR (London) 
September 23-25: Internet 
’97, Intamedia (Birmingham) 
September 22-24: Project 
Management for Telecommu- 
nications, IBC Asia (Singa- 
pore) 

September 24-25: Telecoms 
Advertising Strategies. HR 
(London) . 

September 24-25: Maxim- 
ising the benefits of Technol- 
ogy in your Call Centre. 
1QPC (London) 

September 24-25: Interna- 
tional Mobile: Cross-Border 
Services and Pricing, Centre 
for EuroTelecomms (Lon- 
don) 

September 24-25: Optimising 
Paging Network Design & 
Management, Vision in Busi- 
ness (London) 

September 25-26: Telecom- 
munications Opportunities 
in Russia. IQPC (Lo n don) 


September 25-2$: Worldwide 
Approvals 97, IBC Confer- 
ences UK (London) 

September 29-30; Advanced 

Project Finance for Telecom- 
munications. Euroforum 
(London) 

September'29-30: Data Ware- 
house & Data Mining Tech- 
nologies to Telecommunica- 
tions, IBC UK (London) 
October 8-9: Fifth Annual 
Mobile Wireless Conference, 
Yankee Group (New York) 
October 15-29: Intranets: 
Rethinking the Corporate 
Network. The Yankee Group 
(New York, Washington, 
Dallas) 

October 21-23: Electronic 
Commerce 97, Touchstone 
Exhibitions (London) 
October 28-30: Networld + 
Interop 97, Softbank Forums 
(London) 

November 3-4: ’Hie Practical- 
ities of Delivering and Mar- 
keting Profitable ATM, 
Vision to Business (London) 
November 10-11; Global Net- 
work Strategies. The Yankee 
Group Europe (Paris) 


November 12-13: Sixth 
Annual Global Network 
Strategies, The Yankee 
Group (New York) 

Contact numbers: 
EuroTelecomms; 

0171-242 2324 

IBC UK Conferences: 
0171-453 2700 
Intamedia: 01923 262474 
IQPC: 0171-421 3500 
HR: 0171-915 5055 
ITU: +41 22 730-6161 
Oftfil’ 0171-634 8700 
SML 0171-252 2222 
Softbank Forums: 

0161 261 4415 

Directorate of Telecommuni- 
cations (Arab Telecommuni- 
cations Forum 97): 

+973 523444 

Touchstone Exhibitions; 
0181-332 0044 
Vision in Business: 

0171-839 8391 

The Yankee Group (Europe): 
01923 246511 


Download information 
from the Internet in 
almost half the time, 
with Rockwell’s 

K56flex™ technology. 
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